m MINNESOTA
HOUSING

MEETINGS SCHEDULED FOR JULY

Minnesota Housing
400 Wabasha Street N. Suite 400
St. Paul, MN 55102

THURSDAY, JULY 21, 2022
Regular Board Meeting
1:00 p.m.

Hybrid Option Available:

In Person:
Lake Superior Conference Room- Fourth Floor

OR

Conference Call:
Toll-free dial-in number (U.S. and Canada):
1-877-309-2074
Access code:
853-479-428

NOTE: The information and requests for approval contained in this packet of materials are
being presented by Minnesota Housing staff to the Minnesota Housing Board of Directors for
its consideration on Thursday, July 21, 2022.

Items requiring approval are neither effective nor final until voted on and approved by the
Minnesota Housing Board.

The Agency may conduct a meeting by telephone or other electronic means, provided the
conditions of Minn. Stat. §462A.041 are met. In accordance with Minn. Stat. §462A.041, the
Agency shall, to the extent practical, allow a person to monitor the meeting electronically and
may require the person making a connection to pay for documented marginal costs that the
Agency incurs as a result of the additional connection
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400 Wabasha Street North, Suite

MINNESOTA 400 St. Paul, MN 55102

P: 800.657.3769

H o U S I N G F:651.296.8139 | TTY: 651.297.2361

www.mnhousing.gov

Mission
Housing is the foundation for success, so we collaborate with individuals, communities and
partners to create, preserve and finance housing that is affordable.

Vision
All Minnesotans live and thrive in a safe, stable home they can afford in a community of their
choice.

AGENDA
Minnesota Housing Board Meeting
Thursday July 21, 2022
1:00 p.m.
Call to Order
Roll Call
Agenda Review

BWNPRE

Approval of Minutes
A. (page 5) Regular Meeting of June 23, 2022

5. Reports
A. Chair
B. Commissioner
C. Committee

6. Consent Agenda
A. (page 9) Approval, Revisions to the Rehabilitation and Emergency and Accessibility
Loan Program Procedural Manuals
B. (page 85) Approval, HousingLink Grant

7. Action Iltems

A. (page 89) Modification, Housing Infrastructure Bond (HIB) Loan and Approval,
Updated Waiver of Predictive Cost Model 25% Threshold
- Garitz Grove, D8337, Fergus Falls, MN

B. (page 99) Approval, Early Forgiveness of Housing Trust Fund (HTF) loan
-Dale Street (fka Redeemer’s Arms), St. Paul

C. (page 103) Modification, Workforce Housing Development Program
- Twenty08, D8126, Alexandria (Sara Bunn)



Page 4 of 300

D. (page 107) Modification, Preservation Affordable Rental Income Fund (PARIF) Loan
and Assumption, Housing Trust Fund — Long Term Homeless (HTF-LTH) Loan
-Dale Street Place, D3065, St. Paul

E. (page 121) Commitment Extensions, Housing Infrastructure Bond (HIB) Loans
— RD Portfolio, Various

F. (page 133) Final Loan Approval: Limited Partner Buy Out Loan
- Hoffman Place, White Bear Lake, D6234

G. (page 145) Final Loan Approval: Limited Partner Buy Out Loan
- Cornerstone Village, St. Michael, D6233

H. (page 157) Final Loan Approval: Limited Partner Buy Out Loan
-Maple Village, Maple Grove, D5959

. (page 169) Adoption, Series Resolution authorizing the issuance and sale of
Additional Series of State Appropriation Bonds (Housing Infrastructure)

8. Discussion Items
A. (page 233) Draft Consolidated Plan for Housing and Community Development 2022-

2026 and 2022 Annual Action Plan
9. Information Items

A. (page 285) Post-Sale Report, Rental Housing 2022 Series B
B. (page 289) Post-Sale Report, Residential Housing Finance Bonds 2022 Series GH

10. Other Business
None.

11. Adjournment
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DRAFT Minutes
Minnesota Housing Board Meeting
Thursday, June 23, 2022
1:00 p.m.

Via Conference Call

1. Call to Order.
Chair DeCramer called to order the regular meeting of the Board of Minnesota Housing
Finance Agency at 1:02 p.m.

2. Roll Call.
Members Present via conference call: Chief Executive Benjamin, Auditor Blaha, Chair
John DeCramer, Craig Klausing, Stephanie Klinzing, and Terri Thao.
Minnesota Housing Staff present via conference call: Anbar Ahmed, Tal Anderson, Tom
Anderson, Noemi Arocho, Jordan Bailes, Ryan Baumtrog, Susan Bergmann, Vi Bergquist,
Laura Bolstad Grafstrom, Sondra Breneman, Sarah Broich, Ibtisam Brown, Jessica
Deegan, Matt Dieveney, Michelle Doyal, Bobbie Durant, Graydon Francis, Rachel Franco,
Shannon Gerving, Vanessa Haight, Darryl Henchen, Adam Himmel, Heidi Hovis, Summer
Jefferson, Ayo Jones, Aaron Keniski, Dan Kitzberger, Laurie Krivitz, Janine Langsjoen,
Tresa Larkin, Debbi Larson, Song Lee, James Lehnhoff, Rachel Lochner, Linda Lubi,
Joseph Marks, Jill Mazullo, Don McCabe, Rudi Mohamed, John Patterson, Brittany Rice,
Williak Price, Paula Rindels, Cheryl Rivinius, Lael Robertson, Rachel Robinson, Kayla
Schuchman, Anne Smetak, Corey Strong, Kim Stuart, Jodell Swenson, Mike Thone, Nancy
Urbanski, Que Vang, Kayla Vang, Teresa Vaplon, Nicola Viana, Amanda Welliver, Tyler
Wenande, Jennifer Willette, Kelly Winter, Carole Wohlk, Sarah Woodward and Kristy
Zack.
Others present via conference call: Ramona Advani, Minnesota Office of the State
Auditor; Gene Slater, CSG Advisors.

3. Agenda Review
None.

4. Approval
A. Regular Meeting Minutes May 26, 2022
Motion: Terri Thao moved to approve the May 26, 2022, Regular Meeting Minutes.
Seconded by Auditor Blaha. Roll call was taken. Chief Executive Benjamin abstained.
Motion carries 5-0. All were in favor.

5. Reports
A. Chair
None.

B. Commissioner
Deputy Commissioner Robinson shared the following with the Board:
e Welcome new employees



Page 6 of 300

e RentHelpMN Update
e HomeHelpMN Update

C. Committee
None.

Consent Agenda
A. Waiver of the Predictive Cost Model 25% Threshold

-Restoring Waters f.k.a Emma Norton Residence 2.0, D8313, St. Paul, MN
B. Risk Management and Internal Control Framework

Motion: Stephanie Klinzing moved to approve the Consent Agenda Items. Seconded by
Craig Klausing. Roll call was taken. Motion carries 6-0. All were in favor.

Action Items

A. Approval, Home Improvement Loan Programs Changes

Shannon Gerving presented to the board a request for approval of changes to the Home
Improvement Loan Programs. Chair DeCramer opened up the discussion. Board
members asked questions and staff provided answers.

Motion: Stephanie Klinzing moved Approval, Home Improvement Loan Programs
Changes. Seconded by Chief Executive Benjamin. Roll call was taken. Motion carries 6-0.
All were in favor.

B. Request for Updated Delegated Authority Related to Extensions of Single Family
Loans

Anne Smetak presented to the board a request for approval of an update to existing
Board Delegation 24 to allow six months extensions of single family loan terms. Chair
DeCramer opened up the discussion. There were no questions from board members.
Motion: Stephanie Klinzing moved Request for Updated Delegated Authority Related to
Extensions of Single Family Loans. Seconded by Auditor Blaha. Roll call was taken.
Motion carries 6-0. All were in favor.

C. Approval, Selection and Commitment 2022 Housing Tax Credit (HTC) Round 2 and
Deferred Loan Selection

Nicola Viana presented to the board a request for approvals related to the 2022 HTC

Round 2 Request for Proposals (RFP). Chair DeCramer opened up the discussion. Board

members asked questions and staff provided answers.

Motion: Stephanie Klinzing moved adoption of a resolution approving the allocation of

competitive federal 9% Low Income Housing Tax Credits (HTCs). Seconded by Auditor

Blaha. Roll call was taken. Motion carries 6-0. All were in favor.

Motion: Craig Klausing moved adoption of a resolution approving the selection of Isle

View Apartments for further processing, and the commitment of deferred financing, and

subject to final underwriting and due diligence, authorizing the closing of loans related

to an Asset Management Financing Adjustment/Financing Adjustment Factor (FA/FAF)

Page 2
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deferred loan commitment in the amount of up to $2,000,000 for a 30-year term and up
to a 1.0% interest rate. Seconded by Terri Thao. Roll call was taken. Motion carries 6-0.
All were in favor.

D. Commitment, Low and Moderate Income Rental Loan (LMIR), Modification,
Housing Infrastructure Bond Loan (HIB) and Waiver of the Predictive Cost Model
25% Threshold - Windwood Townhomes, D2959, Duluth, MN

Carrie Weisman presented to the board a request for the adoption of the following
resolutions: 1. Adoption of a resolution authorizing the issuance of a LMIR program
commitment in the amount of up to $677,000; 2. Adoption of a resolution modifying the
loan under the HIB program to increase from a maximum loan of $10,527,000 to a
maximum of $11,277,000; and 3. Approval of a waiver to the predictive cost model. The
total development cost (TDC) per unit is $242,000 and now exceeds the predictive
model by 26%. Because the percentage is over the predictive cost model threshold of
25%, the increase requires a board approved waiver. Chair DeCramer opened up the
discussion. There were no questions from board members.

Motion: Chief Executive Benjamin moved Commitment, Low and Moderate Income
Rental Loan, Modification, Housing Infrastructure Bond Loan and Waiver of the
Predictive Cost Model 25% Threshold - Windwood Townhomes, D2959, Duluth, MN.
Seconded by Stephanie Klinzing. Roll call was taken. Motion carries 6-0. All were in
favor.

E. Commitment, Low and Moderate Income Rental Loan (LMIR) -Balsam Apartments
11, D8307, Dayton, MIN

Tom Anderson presented to the board a request for the adoption of a resolution

authorizing the issuance of a LMIR program commitment in the amount of up to

$3,025,000. Chair DeCramer opened up the discussion. There were no questions from

board members.

Motion: Terri Thao Commitment, Low and Moderate Income Rental Loan -Balsam

Apartments Il, D8307, Dayton, MN. Seconded by Auditor Blaha. Roll call was taken.

Motion carries 6-0. All were in favor.

Discussion Items
A. 3rd Quarter FY 2022 Financial Reporting Package
B. Minnesota Housing Administrative Budget, State Fiscal Year 2023

Information Items
A. Conflict of Interest Disclosure Reporting

B. Post-Sale Report, Residential Housing Finance Bonds 2022 Series EF

Other Business
None.

Page 3
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11. Adjournment
The meeting was adjourned at 2:15 p.m.

John DeCramer, Chair

Page 4
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m M | N N E S O TA Board Agenda Item: 6.A
HOUSING Date: 7/21/2022

Item: Approval, Revisions to the Rehabilitation and Emergency and Accessibility Loan Program
Procedural Manuals

Staff Contact(s):
Tonya Taylor, 651.296.8844,Tonya.taylor@state.mn.us

Request Type:

Approval [J No Action Needed
Motion [ Discussion
] Resolution ] Information

Summary of Request:
Staff requests Board approval of the revised Rehabilitation Loan Program and Emergency and
Accessibility Loan Program Procedural Manuals.

Fiscal Impact:
The Rehabilitation and Emergency and Accessibility Loan Programs are funded by Agency resources and
State appropriations. Individual awards are structured as loans that do not earn interest for the Agency.

Meeting Agency Priorities: select all that apply
] Improve the Housing System
Preserve and Create Housing Opportunities
1 Make Homeownership More Accessible
] Support People Needing Services
Strengthen Communities

Attachment(s):

e Background

e Request Details

e Rehabilitation Loan Program Procedural Manual

e Emergency and Accessibility Loan Program Procedural Manual
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Background

The Rehabilitation Loan Program (RLP) and Emergency and Accessibility Loan Program (ELP) was created
in 1971 by the Minnesota Legislature to complement loan programs available in the private sector, in
order to fill the financial gap that exists between low-income homeowners who are able to secure
traditional financing for home improvements and those unable to do so.

RLP/ELP provides a zero percent interest rate, deferred mortgage loan that is forgiven in full at the end
of the loan term (15 years for homes taxed as real property, 10 years for manufactured homes taxed as
personal property), as long as the borrower continues to own and occupy the residence. Funds must be
used for improvements that directly affect the safety, habitability, livability or energy efficiency of the
home.

Changes to the Rehabilitation Loan Program and Emergency and Accessibility Loan Program
Procedural Manuals (Procedural Manuals)

Staff recommends revisions to the Procedural Manuals to streamline procedures, improve
implementation of rehabilitation, and enable more homeowners to access the programs. Below is a
summary of the substantive revisions to the Procedural Manuals.

Timing of Income and Asset Limit Verification

Staff recommends changing language in the Procedural Manuals to allow lenders to verify a borrower’s
income and assets within 12 months of the loan closing. Borrowers will be required to execute a
Borrower Attestation within ten (10) days of the loan closing attesting that there have not been any
substantial changes to the borrower’s income or assets. If the lender closes the loan 12 months or later
after borrower application, the lender must reverify the income and assets. Current policy requires
lenders to verify the borrower’s income and assets within three (3) months of the loan commitment.
The recommended changes will streamline implementation of the program by allowing the lender to
verify income only once at the time of application if the loan closes within 12 months of borrower
application.

Use of Agency Documents

Staff recommends changing the language in the Procedural Manuals to allow lenders to use their own
documents in some cases. Current policy requires all lenders to use only Agency created documents.
Lenders would still be required to ensure that all information the Agency requires for the RLP and ELP
programs is included in their own documents. This change will allow lenders to streamline processes and
create efficiencies when leveraging other programs or resources. For example, lenders would be able to
use their own borrower application to assess a homeowner for multiple programs, including RLP and
ELP.

Ownership Interest to Include Homes on Tribal Trust Lands
Staff recommends adding language to allow homes on tribal trust lands as an eligible ownership interest
type. This change will help to better serve Indigenous households through RLP and ELP.

Extend the Rehabilitation Completion Period

Staff recommends changing the language in the Procedural manuals to allow projects to be completed
within 12 months of loan closing. Current policy requires all rehabilitation to be completed within 9
months of loan closing. Staff received feedback from lenders expressing concerns about delayed project



Page 11 of 300
Agenda ltem: 6.A
Background and Request Details

completions due to supply chain and material shortages and limited availability of contractors. The
change would provide lenders more time to work with borrowers and contractors to complete projects.

Income Calculation

Staff recommends changing the language in the Procedural Manuals to refer lenders to the Income
Calculation Worksheet for guidance regarding the information that is needed when calculating a
borrower’s gross annual income. This change will create efficiencies for lenders since all the required
information needed to determine the borrower’s income eligibility is already included in the Income
Calculation Worksheet.

Credit History and Credit Reports

Staff recommends adding language to the Procedural Manuals clarifying that a borrower’s credit history
outside of their mortgage(s) should not be used to determine the borrower’s eligibility, and the
borrower must be current on all liens against the subject property. Current policy does not require that
lenders obtain a borrower’s credit report. This change would clarify the current policy that if a lender
pulls a credit report for another reason (e.g., to determine eligibility for a different program), that
borrowers are not denied a loan based on information obtained from a credit report unrelated to the
borrower’s mortgage(s).

Other Eligible Costs

Staff recommends adding a new section to the Procedural Manual for Other Eligible Costs. This language
is currently in the Procedural Manuals but is in the “Loan Amount” section. It clarifies and highlights the
eligible costs by moving this language to its own section.

Effective Date
If approved, the proposed Procedural Manuals will go into effect August 1, 2022.
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Procedural Manual
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AUGUST 1, 2022

=

EQUAL HOUSING
OPPORTUNITY

The Minnesota Housing Finance Agency does not discriminate on the basis of race, color, creed,
national origin, sex, religion, marital status, status with regard to public assistance, disability,
familial status, gender identity, or sexual orientation in the provision of services.

An equal opportunity employer.

This information will be made available in alternative format upon request.
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Introduction

Mission Statement
Housing is the foundation for success, so we collaborate with individuals, communities and
partners to create, preserve and finance housing that is affordable.

Background
Minnesota Housing Finance Agency (“Minnesota Housing”) was created in 1971 by the
Minnesota Legislature.

Minnesota Housing created the Rehabilitation Loan Program (the “Program”) to compliment
loan programs available in the private sector to fill the financial gap that exists between low-
income homeowners able to secure home improvement financing in the private sector and
those homeowners unable to do so.

Procedural Manual
This Procedural Manual sets forth for the Lenders the terms and conditions under which
Minnesota Housing will purchase mortgage loans originated under the Program.

Rehabilitation Loan Program

Deferred, zero percent interest rate Program loans are available to low-income Minnesota
homeowners through participating Lenders. Loans must be for improvements that directly
affect the safety,! habitability? livability, or energy efficiency? of the home or replacement of
Manufactured Homes. Existing residential housing is inspected using Minnesota Housing’s
Single Family Rehabilitation Standard (“Rehabilitation Standard” see Forms Guide and
Glossary). Deficiencies cited in any property inspection under the Rehabilitation Standard must
be prioritized and cured as funding allows. Homeowners requiring assistance of an emergency
nature will be referred to the Minnesota Housing Emergency and Accessibility Loan Program.

1 Rehabilitation improvements which address conditions in the home that can cause danger or risk of injury.

2 Rehabilitation improvements which address basic needs and are of average/median grade or quality.

3 Rehabilitation improvements which reduce overall energy use while providing the same or a higher level of performance,
comfort and convenience.


http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_203004
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Chapter 1 — Partner Responsibilities/Warranties

1.01 Procedural Manual

This Procedural Manual, including subsequent changes and additions, is a supplement to the
Rehabilitation Loan Program Participation Agreement (the “Participation Agreement”) executed
between the Lender and Minnesota Housing. Minnesota Housing reserves the right to:

e Change the Program interest rate at any time under its sole discretion;

e Alter or waive any of the requirements;

e Impose other and additional requirements; and

e Rescind or amend any or all materials effective as of the date of issue unless
otherwise stated.

Minnesota Housing is under no obligation to purchase any loan or retain ownership of a loan
that does not comply fully with this Procedural Manual. Minnesota Housing may grant waivers,
alterations or revisions at its sole discretion.

1.02 Compliance with Privacy Act Statutes
The Minnesota Government Data Practices Act:

e Requires the Lender to supply Borrowers with the Tennessen Warning and the

Privacy Act Notice{FormsGuideand Glessary} when requesting private data;* and

e Governs when the disclosure of the Borrower’s Social Security Number is required.

The Minnesota Revenue Recapture Act of 1980 (Minnesota Statutes Sections 270A.01 to
270A.12) allows the disclosure of the Borrower’s Social Security Number or Minnesota Tax
Identification Number to the Minnesota Department of Revenue. This could result in the
application of funds held by the State, including but not limited to tax refunds to the payment
of any delinquent indebtedness of the Borrower to Minnesota Housing.

1.03 Unauthorized Compensation
The Lender may receive fees approved in this Procedural Manual. However, the Lender shall
not receive or demand from builder, remodeler, contractor, supplier, or Borrower:

e Kickbacks;

e Commissions;

e Rebates; or

e Other compensation.

4 Only the Borrower’s name, address and amount of assistance received are public data and may be released to the public.
All other data are private and may be released only to those authorized access by law.
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In order to reduce the total rehabilitation cost associated with an eligible property, the Lender
may receive discounts from third parties involved in the project improvements. In these cases,
the Lender must document in the Borrower file that the discounts received are considered
typical for the market area and do not constitute a kickback, commission, rebate or
compensation for products or services rendered. Any discounts that exceed what is typical
must be documented as a charitable contribution by the representative of the seller, builder,
remodeler, contractor or supplier providing the discount.

1.04 Minnesota Housing Due Diligence Audit Guidelines and Requirements
The Lender is required to keep on file a complete copy of documents for each loan originated
for purchase by Minnesota Housing. Minnesota Housing will perform a quality control audit of
loan files purchased from the Lender and will notify the Lender if a loan is selected for audit.
Upon request, the Lender must submit a complete loan package with all documentation that
was used to originate and close the loan. Loan audits will include, but are not limited to, a
minimum of 10% of all loans purchased.

Audited loans are reviewed for:

e Minnesota Housing Program/policy compliance;

e Compliance with federal and state consumer lending regulations;

e Fraud or misrepresentation on the part of any party involved in the transaction; and

e Trends and/or other indicators that may have an impact on the financial viability of
the Program in part or in whole.

1.05 Termination of the Lender’s Participation

Minnesota Housing may terminate the participation of any Lender under this Procedural
Manual at any time and may preclude the Lender’s future eligibility for reasons including, but
not limited to, nonconformance with:

e This Procedural Manual;

e The Participation Agreement;

e The Federal Fair Housing Law and/or the Equal Credit Opportunity Act;

e Any federal or state laws or acts that protect the Borrower’s rights with regard to
obtaining financing for home improvements; and

e Other applicable state and federal laws, rules, and regulations.

Upon termination of the Lender’s Participation Agreement, Minnesota Housing will continue to
purchase eligible loans for which a Commitment has already been issued, until the
Commitment expiration date.

Minnesota Housing may, at its option, impose remedies other than termination of the
Participation Agreement for the Lender’s nonperformance.
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The Lender may request reinstatement into Minnesota Housing programs. The decision
whether or not to reinstate the Lender shall be at Minnesota Housing’s sole discretion.
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1.06 Representations and Warranties

The Lender agrees to comply with all applicable federal, state, and local laws, ordinances,
regulations and orders including, but not limited to, the following (and any applicable rules,
regulations, or laws thereunder):

e Title VI of the Civil Rights Act of 1964;

e Title VIl of the Civil Rights Act of 1968, as amended by the Housing and Community
Development Act of 1974;

e Section 527 of the National Housing Act;

e The Equal Credit Opportunity Act;

e The Fair Credit Reporting Act;

e Federal Fair Housing Act (Title VIII of the Civil Rights Act of 1968);

e Minnesota Human Rights Act (Minnesota Statutes Chapter 363A);

e Data Privacy - Minnesota Statutes Chapter 13;

e Minnesota S.A.F.E. Mortgage Licensing Act of 2010 — Minnesota Statutes Chapters
58 and 58A;

e Americans with Disabilities Act, 42 U.S.C.A. Section 12101;

e Fair and Accurate Credit Transactions Act;

e Truthin Lending Act;

e Home Mortgage Disclosure Act;

e Anti-Predatory Lending Act;

e USA Patriot Act;

e Bank Secrecy Act;

e Anti-Money Laundering and Office of Foreign Assets Control Policy;

e |[nternal Revenue Code of 1986, Section 6050H; and

e Real Estate Settlement Procedures Act of 1974.

In addition to the above warranties and representations, the Lender also warrants and
represents that:

e The Lender will comply with the Minnesota Housing Lead Based Paint Guidebook,
found on the Minnesota Housing website;

e The Lender is the sole owner and holder of the Program loan with the right to assign
it to Minnesota Housing;

e The Lender has assigned the loan free and clear of all encumbrances;

e The Lender has complied and will continue to comply with all terms and conditions
in the Participation Agreement and this Procedural Manual for each loan processed
unless prior written approval is obtained from Minnesota Housing;

e The Lender is a legally constituted public or governmental agency, political
subdivision, nonprofit entity, a housing and redevelopment authority, or other
organization which has as a primary purpose, the provision or development of
affordable housing to low-income persons or households in Minnesota;



https://www.mnhousing.gov/sites/Satellite?blobcol=urldata&blobheadername1=Content-Type&blobheadername2=Content-Disposition&blobheadername3=MDT-Type&blobheadervalue1=application%2Fpdf&blobheadervalue2=attachment%3B+filename%3DMHFA_006950.pdf&blobheadervalue3=abinary%3B+charset%3DUTF-8&blobkey=id&blobtable=MungoBlobs&blobwhere=1533152583887&ssbinary=true
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e The Lender maintains capital and trained personnel adequate to render the services
required as a part of the Lender’s participation in the Program;

e The Lender follows all state and federal consumer lending laws, rules and
regulations;

e The Lender has neither received nor solicited any fee or remuneration not approved
by this Procedural Manual;

e After reasonable inspection, the Lender has no knowledge that any improvement
funded by the loan is in violation of applicable zoning ordinances, building
ordinances, laws or regulations; and

The Lender also agrees that the person who confirms on the Minnesota Housing Loan
Commitment System on behalf of the Lender is fully conversant with Minnesota Housing
Program requirements, and has the authority to legally bind the Lender; and the Lender has
complied with all terms, conditions and requirements of the Participation Agreement and this
Procedural Manual unless those terms, conditions and requirements have been specifically
waived in writing by Minnesota Housing.

1.07 Lender Compensation

The Lender is compensated for each loan purchased by Minnesota Housing at a rate of $2,500
plus 5% of the loan amount per loan.

1.08 Selection of Contractors
The Lender may not choose the contractor. Borrowers are responsible for the selection of any
contractor who will be involved in completing rehabilitation improvements on the property.
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Chapter 2 - Fraud, Misuse of Funds, Conflict of Interest, Suspension,
and Disclosure and Reporting

2.01 Fraud

Fraud is any intentionally deceptive action made for personal gain or to damage another.

Any person or entity (including its employees and affiliates) that enters into an agreement with
Minnesota Housing and witnesses, discovers evidence of, receives a report from another
source, or has other reasonable basis to suspect that fraud or embezzlement has occurred must
immediately make a report through one of the communication channels described in section
2.05.

2.02 Misuse of Funds

A loan or grant agreement is a legal contract. The borrower or grantee promises to use the
funds to engage in certain activities or procure certain goods or services while Minnesota
Housing agrees to provide funds to the borrower or grantee to pay for those activities, goods or
services. Regardless of the Minnesota Housing program or funding source, the borrower or
grantee must use Minnesota Housing funds as agreed and the borrower or grantee must
maintain appropriate documentation to prove that funds were used for the intended
purpose(s).

A misuse of funds shall be deemed to have occurred when: (1) Minnesota Housing funds are
not used as agreed by a borrower or grantee; or (2) A borrower or grantee cannot provide
adequate documentation to establish that Minnesota Housing funds were used in accordance
with the terms and conditions of the loan or grant agreement.

Any borrower or grantee (including its employees and affiliates) of Minnesota Housing funds
that discovers evidence, receives a report from another source, or has other reasonable basis to
suspect that a misuse of funds has occurred must immediately make a report through one of
the communication channels described in section 2.05.

2.03 Conflict of Interest

A conflict of interest, actual or potential, occurs when a person has an actual or apparent duty
or loyalty to more than one organization and the competing duties or loyalties may result in
actions which are averse to one or both parties. A conflict of interest exists even if no unethical,
improper or illegal act results from it.

An individual conflict of interest is any situation in which one’s judgment, actions or non-action
could be interpreted to be influenced by something that would benefit them directly or through
indirect gain to a friend, relative, acquaintance or business or organization with which they are
involved.
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Organizational conflicts of interest occur when:

e A contracting party is unable or potentially unable to render impartial assistance or
advice to Minnesota Housing due to competing duties or loyalties

e A contracting party’s objectivity in carrying out their responsibilities might be otherwise
impaired due to competing duties or loyalties

e A contracting party has an unfair competitive advantage through being furnished
unauthorized proprietary information or source selection information that is not
available to all competitors.

Once made aware of a conflict of interest, Minnesota Housing will make a determination before
disbursing any further funds or processing an award. Determinations could include:

e Revising the contracting party’s responsibilities to mitigate the conflict;

e Allowing the contracting party to create firewalls that mitigate the conflict;

e Asking the contracting party to submit an organizational conflict of interest mitigation
plan; or

e Terminating the contracting party’s participation.

Any person or entity (including its employees and affiliates) that enters into an agreement with
Minnesota Housing must avoid and immediately disclose to Minnesota Housing any and all
actual or potential conflicts of interest through one of the communication channels described
in section 2.05.

A contracting party should review its contract agreement and Request for Proposals (RFP)
material, if applicable, for further requirements.

2.04 Suspension

By entering into any agreement with Minnesota Housing, a contracting party represents that
the contracting party (including its employees or affiliates that will have direct control over the
subject of the agreement) has not been suspended from doing business with Minnesota
Housing. Please refer to Minnesota Housing’s website for a list of suspended individuals and

organizations.

2.05 Disclosure and Reporting

Minnesota Housing promotes a “speak-up, see something, say something” culture whereby
internal staff must immediately report instances of fraud, misuse of funds, conflicts of interest,
or other concerns without fear of retaliation through one of the communication channels listed
below. External business partners (e.g., grantees, borrowers) and the general public are
strongly encouraged to report instances of fraud, misuse of funds, conflicts of interest, or other
concerns without fear of retaliation using these same communication channels.

e Minnesota Housing’s Chief Risk Officer


http://www.mnhousing.gov/sites/np/suspensions
http://www.mnhousing.gov/sites/np/suspensions
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e Any member of Minnesota Housing’s Servant Leadership Team
e EthicsPoint, the Minnesota Housing hotline reporting service vendor

2.06 Assistance to Employees and Affiliated Parties

A contracting party that receives funding from Minnesota Housing to make specified loans,
grants, or other awards to recipients may make these specified loans, grants, or other awards
to their directors, officers, agents, consultants, employees and/or their families, elected or
appointed officials of the State of Minnesota as well as to Minnesota Housing employees
and/or their families (“Affiliated Assistance”) provided:

e The recipient meets all eligibility criteria for the program.

e The assistance does not result in a violation of the contracting party’s internal conflict of
interest policy, if applicable.

e The assistance does not result in a conflict of interest as outlined in section 2.03.

e The assistance is awarded utilizing the same costs, terms and conditions as similarly
situated unaffiliated recipients, and the recipient receives no special consideration or
access compared to similarly situated unaffiliated recipients.

e The assistance is processed, underwritten and/or approved by staff/managers who are
independent of the recipient and their immediate family members. Family members
include a spouse, domestic partner, parent, sibling, child, in-law or other relative living
in the recipient’s home

A contracting party need not disclose Affiliated Assistance to Minnesota Housing. However, the
contracting party must document and certify, prior to awarding the Affiliated Assistance, that
the Affiliated Assistance meets each of the provisions outlined above. This documentation must
be included in the Affiliated Assistance file and must be made available upon request to
Minnesota Housing. Affiliated Assistance that does not meet each of these provisions will be
considered a violation of Minnesota Housing conflict of interest standards which must be
reported through one of the communication channels outlined in section 2.6305.


http://www.mnhousing.gov/sites/np/leadership
https://secure.ethicspoint.com/domain/media/en/gui/30639/index.html
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Chapter 3 - Borrower Eligibility Requirements

3.01 Borrower
One individual or multiple individuals are eligible to be a Borrower(s) only if such individual or
individuals meet the requirements of this Procedural Manual.

3.02 Borrower Age
Borrower must be eighteen (18) years of age or older or have been declared emancipated by a
court having jurisdiction.

3.03 Co-Signers
Co-signers are not permitted on Program loans.

3.04 Ownership Interest

For residences taxed as real property, the Borrower(s) must individually, or in the aggregate,
possess at least a one-third ownership interest in the residence to be improved. For a
Manufactured Home taxed as personal property, the Borrower(s) ownership interest
requirement is 100%.

The Borrower(s) and Accommodation Parties, individually or in the aggregate, must have 100%
ownership interest in the residence to be improved.

Borrowers under this Program must have clear title to the subject property as outlined in
Section 5.06 of this Procedural Manual.

Eligible forms of ownership interest include the following:

e Afee simple estate;

e A community land trust;

e Vendee interest in a recorded contract-for-deed>;

e An approved tribal residential lease on tribal lands;

e A Manufactured Home taxed as real property;-e+

e A Manufactured Home taxed as personal property and located in a Manufactured
Home park-; or

e A Manufactured Home with an approved tribal residential lease located on tribal
lands.

Title may be held as follows:

e Individually;

5 Borrower must get prior approval from contract for deed vendor. Vendor will be required to sign the Mortgage as an
Accommodation Party.
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e Joint Tenants;
e Tenants in common; or
e Arecorded life estate, excluding remaindermen®

Ineligible forms of ownership interest include but are not limited to the following:

e Sharesin a Cooperative Corporation;
e Ownership by any form of trust; and
e Ownership subject to a reverse mortgage.

3.05 Occupancy Requirements

| Borrower must have owned and occupied the property as his/her/their Principal Residence for
at least 6 months prior to applying for the Program loan. Further, the Borrower must maintain
ownership and title to the property and reside in the property as his/her Principal Residence
during the term of the loan.

3.06 Rehabilitation Loan Program Application

To-beconsideredforProgram-funds;All Borrowers must apply for the Program through an
approved Lender-usingthe Minnesota-Housing Borrower-Application—.

3.07 Prior Minnesota Housing Assistance

A Borrower who has previously received financing through the Program for rehabilitation or
manufactured home replacement is ineligible to receive further financing through this Program
for rehabilitation for five years from the loan closing date with exceptions for emergency
situations as determined in the sole discretion of Minnesota Housing.

A Borrower who has previously received financing through the Program for only rehabilitation
is eligible to receive financing through this Program for Manufactured Home replacement.

3.08 Rehabilitation Loan Program Eligibility Income

Gross annual household income includes but is not limited to the gross annual projected
household income of all residents age 18 and over that reside in the householdfrem-whatever
seu%ee—dewed—anel before taxes or withholdings —less deductible medical-expenses allowed.

d d A y £e-60e5he ““
Lender must use the Income Eligibility CaIcuIatlon Worksheet to calculate the gross annual
household income. The Income Eligibility Calculation Worksheet must be included—{Seetrecome
Eligibility Caleulation- Werksheet):-The-maximumretained in the loan file. The gross household
income may not exceed the amounts listed on Minnesota Housing’s website-\Website as of the
date of the loan application.

6 Remainderman will be required to sign the Mortgage as an Accommodation Party.


http://www.mnhousing.gov/get/MHFA_008587
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If a Borrower’s gross annual_household income is zero or a negative amount, the Borrower is
ineligible for financing.

befo oan-commitn ' ined-via can-Commi /stemgross annual
household income must be verified at the time of the loan application. The Lender does not
need to reverify documentation of the gross annual household income if the Lender closes the
loan within 12 months of Borrower application. The Borrower(s) must execute the Borrower
Attestation within 10 days of the loan closing date attesting that there has not been a
substantial change to the gross annual household income as stated on the loan application. If
the Lender closes the loan 12 months or later after Borrower application, the Lender must
reverify the gross annual household income and the Borrower(s) must submit updated
documentation of the gross annual household income.

3.09 Minnesota Housing Maximum Asset Limit

The total assets of all residents in the household may not exceed $25,000 after deducting any
outstanding indebtedness pertaining to the assets. Assets include, but are not limited to, the
following:

e Cash on hand or in checking or savings accounts;

e Securities or United States Savings Bonds;

e Market value of all interests in real estate, exclusive of the structure to be improved
or the replacement Manufactured Home and a parcel of real property of not more
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than two contiguous platted lots or 160 continuous acres on which such structure is
located;

Cash value of life insurance policies;

Recreational vehicles such as golf carts, snowmobiles, boats, or motorcycles;

All land in which any resident of the household holds title and is selling on a
contract-for-deed. Value in this case is defined as the outstanding principal balance
expected to exist on the contract one year from the date of application;

Life estate value on a property other than the subject property; and

All other property, excluding household furnishings, clothing, and one automobile,
and real estate, equipment, supplies, and inventory used in a business.

Documentation of the Borrower’s assets must be verified at the time of the loan application.

The Lender does not need to reverify documentation of the Borrower’s assets if the Lender

closes the loan within 12 months of Borrower application. The Borrower(s) must execute the

Borrower Attestation within 10 days of the loan closing date attesting that there has not been a

substantial change to the Borrower’s assets. If the Lender closes the loan 12 months or later

after Borrower application, the Lender must reverify the Borrower’s assets and the Borrower

must submit updated documentation of the Borrower’s assets.

3.10

Credit Requirements
Credit reports are not required by Minnesota Housing.
Borrower must be current on all property tax payments at the time of application
Borrowers must be current on all mortgage loan payments at the time of
application. Examples of documentation for verifying payments include, but are not
limited to:
o A verification of current mortgage payment status from the loan servicer;
and
o A mortgage statement citing the loan servicer’s name and address, the most
recent payment made, the date and amount of the next payment due and
any past due amounts, and/or any unpaid fees.
There are no additional credit requirements. A Borrower’s credit history outside of their

3.11

mortgage should not be used to determine the Borrower’s eligibility. The Borrower

must be current on all liens against the subject property.

Separated Spouses

When the Lender establishes that a spouse permanently resides outside of the household, that
separated spouse may be excluded from signing the Rehabilitation loan application and note
but must sign the mortgage.

Examples of separated spouse documentation include:
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e Legal separation documentation;
e Proof of initiated divorce proceedings; and-or
e Verification of separate Principal Residence and absence of joint accounts.
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Chapter 4 - Property Eligibility Requirements

4.01 Eligible Properties
Properties eligible for a loan must be located in the State of Minnesota and include any of the
following property types:

e Asingle family detached home;

e Aduplex;’

e An eligible one-unit dwelling in an eligible planned unit development (PUD);

e A condominium unit;®

e Atownhome;? andor

e Certain Manufactured Homes that meet the requirements outlined in Section 3.04.

4.02 Ineligible Properties
Properties ineligible for a loan include but are not limited to:

e Properties containing three or more units;

e Properties intended for use as an investment property (except the rental of a second
unit in a duplex);

e Properties intended for recreational use; andor

e Properties primarily used for business (more than 50% of the floor space is used for
business).

4.03 Property Inspections
The Lender must conduct inspections of the property as follows:

e The first inspection must be made using the Rehabilitation Standards (Forms Guide
and Glossary) in order to determine the property’s deficiencies without regard to
lead-based paint hazards. The results of the inspection are used to prepare the initial
scope of work.

e |Ifrequired, lead-based paint inspections or tests must be completed according to
the Lead-Based Paint Guide for Applicable Single Family Programs. If required per
the Lead-Based Paint Guide for Applicable Single Family Programs, lead-based paint
hazard reduction must be added to the scope of work.

7 The Borrower must occupy one unit of a duplex property. Any improvements that benefit only the rental unit of a duplex must
have prior written approval by Minnesota Housing.

8 |f the property is a condominium, only the portion of the real estate owned by the Borrower is eligible for financing under this
Program. The common areas owned by the association are not eligible.

9 If the property is a townhome, only the portion of the real estate owned by the Borrower is eligible for financing under this
Program. The common areas owned by the association are not eligible.


http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_006950
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e Additional inspections must demonstrate that construction has been completed
according to the scope of work and that the quality of the work is satisfactory. The
Lender may conduct additional inspections as work is completed.

Minnesota Housing reserves the right to inspect properties during any stage of the
rehabilitation process with reasonable notice.

4.04 Local Ordinances and Plans
Property improvements must conform to all applicable zoning ordinances and all

apprepriatenecessary permits must be obtained.
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Chapter 5 — Loan/Rehabilitation Eligibility

5.01 Loan Eligibility
Minnesota Housing purchases closed loans from the Lenders if the loan satisfies all the
requirements of this Procedural Manual.

5.02 Interest Rate/Amortization Requirements

Generally, loans under this Procedural Manual are interest-free, deferred loans which are
forgiven at the end of the loan term. However, if the Borrower sells, transfers title or ceases to
occupy the property as his/her Principal Residence during the loan term, the loan will become
due and payable.

5.03 Program Loan Amounts
e The minimum loan amount is $1,000.

The maximum loan amount may not exceed $37, 500-ane|—n=+ay—|-nel-u-el-e—t-he—ees¢-s—e£

5.04 Mortgage Term
Prior to the expiration of the applicable periods indicated below, all loans are due eraupon sale,
transfer of title, or if the property ceases to be the Borrower’s Principal Residence.

e The loan term for properties taxed as real estate is 15 years.
e The loan term for Manufactured Homes:
o Taxed as real property is 15 years;
o Taxed as personal property and located within a Manufactured Home park is
10 years; or
o Taxed as personal property with an approved tribal residential lease located
on tribal lands is 10 years.

5.05 Security for the Loan
e AlleansAny mortgage for prepertiesa property taxed as real estate must be secured
with-a-moertgage-which-mustbe-recorded within 30 days after the date-ef-closing
date. The Lender saaymust not wait to record the mortgage until after the
rehabilitation is completed to accommodate changes in the loan amount.
e Allinterests in the Note and Mortgage must be assigned to Minnesota Housing
when the loan is purchased and funded by Minnesota Housing.
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e Loans for a Manufactured Home taxed as personal property must be secured with a
lien against the title to the Manufactured Home.

e Inthe event there are changes in the loan amount, the Lender must follow the
Change Order requirements in Section 5.08.

5.06 Title Requirements
The Lender is required to verify:

e The legal description of the subject property;
e The Borrower's ownership interest, by conducting a title investigation:
o Through documented contact with the County Recorder’s Office/Registrar of
Titles; or
o Through documentation of ownership provided by tribal government; or
o Via an Owners and Encumbrances report; and
e Existing liens, if any, on the property.

5.07 Rehabilitation Requirements

e Each rehabilitation improvement must be a permanent general improvement made
in compliance with all applicable state, county and municipal or tribal government
health, housing, building, fire prevention and housing maintenance codes or other
public standards.

e Prior to rehabilitation, properties must be inspected to the Rehabilitation Standard
(Forms Guide and Glossary) to determine any deficiencies.

e Rehabilitation must comply with the Lead-Based Paint Guide for Applicable Single
Family Programs.

e All rehabilitation improvements must be prioritized in a written scope of work and
must correlate to the deficiencies identified during the Rehabilitation Standard
(Forms Guide and Glossary) inspection and includes all applicable lead-based paint
hazard reduction activities.

e At least two bids from Minnesota-licensed building contractors must be solicited
based on the written scope of work. Bids from Tribal government approved
contractors are allowed if the property is located on tribal lands. In general, the
lowest, reasonable bid should be selected. If the lowest, reasonable bid is not
selected, the Lender and Borrower must document written justification for not
selecting the lowest, reasonable bid.

e All rehabilitation improvements must be completed by contractors licensed in the
State of Minnesota or tribal government approved contactors except a homeowner
need not be licensed when homeowner labor is involved.

e A written construction contract must be executed between the contractor and the
Borrower.

e All rehabilitation improvements must comply with the Green Communities Scope of
Work Addendum.



http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_006950
http://www.mnhousing.gov/get/MHFA_006950
http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_203004
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e Rehabilitation improvements to Manufactured Homes must comply with Minnesota
State Building Code (Minnesota Rules Part 1350.3800) which addresses the
distinction between a Construction Alteration and a Repair and the different
licensing requirements attendant to each improvement.

After completion of rehabilitation, eligible properties must:
o BefreeefHave no deficiencies which-willthat would cause further-damage to the
home. Fhre-Any rehabilitation work must meet the Rehabilitation Standard-must-be

used-as-the basisforallrehabilitationwork-undertaken-.

e Meet the lead-based paint requirements in the Lead-Based Paint Guide for
Applicable Single Family Programs.

5.08 Change Orders
After the loan has closed:

e Changes in the scope of work are not allowed unless unanticipated deficiencies are
found during the rehabilitation which will cause further damage to the home if not
addressed.

e Any changes to the scope of work, including the reason for the change, must be
documented in the file.

e Inthe event that a change order occurs, post-closing modification requirements
must be met as referenced in Section 7.02 of this Procedural Manual.

5.09 Sworn Construction Statement and Lien Waivers
General contractors are required to execute a Sworn Construction Statement.

The Lenders must obtain lien waivers for all work performed and all materials supplied by:

e The general contractor(s);
| e Subcontractors; andor
e Materials supplier(s).

Upon completion of rehabilitation, the Lender and the Borrower must execute the Completion
| Certificate provided by Minnesota Housing. Rehabilitation must be completed within 812
months of loan closing unless Minnesota Housing issues a written extension.

5.10 Homeowner Labor
e Homeowner labor is permitted provided the Lender is satisfied the Borrower is
capable of and willing to perform the labor.


https://www.mnhousing.gov/sites/Satellite?blobcol=urldata&blobheadername1=Content-Type&blobheadername2=Content-Disposition&blobheadername3=MDT-Type&blobheadervalue1=application%2Fpdf&blobheadervalue2=attachment%3B+filename%3DMHFA_006950.pdf&blobheadervalue3=abinary%3B+charset%3DUTF-8&blobkey=id&blobtable=MungoBlobs&blobwhere=1533152583887&ssbinary=true
https://www.mnhousing.gov/sites/Satellite?blobcol=urldata&blobheadername1=Content-Type&blobheadername2=Content-Disposition&blobheadername3=MDT-Type&blobheadervalue1=application%2Fpdf&blobheadervalue2=attachment%3B+filename%3DMHFA_006950.pdf&blobheadervalue3=abinary%3B+charset%3DUTF-8&blobkey=id&blobtable=MungoBlobs&blobwhere=1533152583887&ssbinary=true
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e Borrower must execute a Work Program Agreement.

e The materials list must include evidence of the actual cost of the materials required
to complete the necessary improvements.

e The Lender must perform at least one interim inspection in addition to the initial
and final inspections otherwise required.

e The Borrower may not paybe paid or be reimbursed for the cost of labor performed

5.11 Eligible Rehabilitation Improvements

Eligible rehabilitation improvements must be directly related to the habitability or safety of the
home and be of average or medium grade or quality. Eligible improvements include, but are not
limited to:

e Accessibility-related improvements;

e Energy efficiency-related improvements;
e Lead hazard mitigation;

e Radon mitigation;

e Smoke detectors/alarms;

e CO-Carbon monoxide detectors/alarms;
e Structural improvements;

e Electrical improvements;

e Plumbing improvements;

e Drainage, grading, and gutters;

e Roofing, soffits, and fascia,

e Siding;

e Windows and doors;

e Insulation;

e Furnaces and other heating systems;

e Wall and ceiling repair;

e Flooring; andor

e Other improvements as approved in writing by Minnesota Housing.

The following rehabilitation improvements are eligible only under the circumstances described
below. Prior written approval is not necessary to complete the improvements below if the
circumstances described are met. The Lender must document in the file that the improvement
was necessary due to one or more of the circumstances below.

e Replacement of kitchen cabinets or bathroom vanities when an accessibility need
exists; lead hazards cannot be addressed any other way; the repair of existing
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cabinets or vanities is not feasible or cost reasonable; or, existing kitchen cabinets
do not allow for adequate food storage.

e Replacement of kitchen counter tops when an accessibility need exists, the existing
countertop presents a clear health or safety hazard; or there is not adequate space
for food preparation.

e Replacement of decorative trim when lead hazard reduction is required.

e Work on existing garages when a medical or accessibility need exists; lead hazard
reduction is required; or, required by the local building code and evidence of the
code violation is presented.

e Reconstruction of existing garages when a medical or accessibility need exists.

e Demolition of outbuildings when lead hazard reduction is required; or required by
the local building code and evidence of the code violation is presented.

e Construction or reconstruction of sidewalks and driveways when existing conditions
present a clear and imminent safety hazard. Repair is limited to the portion of
sidewalks and driveways on the Borrower’s property.

e New central air conditioner installation when a medical or accessibility need exists.

e Walk-in bathtubs when a medical or accessibility need exists.

Home Additions are reviewed on a case by case basis and are rarely approved by Minnesota
Housing. The following list details circumstances under which Minnesota Housing might
approve a Home Addition:

e An accessibility-related Home Addition when a medical/physical need exists.

e A bathroom Home Addition when the home has an inadequate bathroom.

e Akitchen Home Addition when the home’s existing kitchen facilities are a health or
safety hazard.

e Abedroom Home Addition when over-crowding exists. Over-crowding exists when
there is an average of more than one person per room (excluding the bathroom and
kitchen).

Exceptions are at Minnesota Housing’s sole discretion. The Lender must demonstrate that
alternative remedies have been evaluated and are not feasible. Hewever—anylf an exception is
granted, Minnesota Housing will provide the approval must-be-in writing-and-isat-Minnesota

Heusing’s-sele-diseretion—. The written approval from Minnesota Housing must be retained in
the loan file.

5.12 Ineligible Rehabilitation Improvements
Ineligible rehabilitation improvements include but are not limited to:

e Construction of garages (except when a medical or an accessibility need exists);
e Installation of new decorative trim (except when replacement of existing decorative
trim is necessary for lead hazard reduction);
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e Hard-wired microwave ovens;

e “Luxury” improvements, which are improvements of a type exceeding that
customarily used in the locality for properties of the same type as the property to be
rehabilitated (swimming pool, outdoor hot tub, etc.);

e Publicimprovement assessments;

e Improvements that do not become a part of the real property, including but not
limited to, appliances such as freestanding refrigerators and stoves; andor

e Any improvements already in place.

e Loan proceeds may not be used to pay off any existing debt.

5.13 Manufactured Home Replacement
Eligible uses for Manufactured Home replacement include but are not limited to:

e Purchase of a replacement Manufactured Home that is free of deficiencies that would
affect the safety, habitability, and livability of a home;
e The following are eligible uses only if a replacement Manufactured Home is purchased:
o Demolition and removal of the existing Manufactured Home;
o Transportation and installation of a replacement Manufactured Home; and
o Utility connections of replacement Manufactured Home.

The replacement Manufactured Home must be in compliance with all applicable federal, state,
county and municipal manufactured home safety and construction codes, regulations, or other
public standards including the Minnesota Manufactured Home Building Code.

All aspects of Manufactured Home replacement must be completed, including installation and
utility connections of the replacement manufactured home within 6 months from the date of
lean-closing-unless-the-. Extensions are at Minnesota Housing’s sole discretion. The Lender
previdesmust request an extension and provide a good cause for the extension-as-determined
by. If an extension is granted, Minnesota Housing aré-will provide the approval in writing. The
written approval from Minnesota Housing issues-a-written-extenrsieamust be retained in the
loan file.

5.14 Other Eligible Costs
Other eligible improvements may include, but are not limited to:

e the costs of required radon tests, pre-rehabilitation energy audits, post-
rehabilitation blower-door tests, lead-based paint inspections and remediation, or
replacement of a Manufactured Home.

e Recording fees, mortgage registration tax and title search costs may be collected
from the Borrower or may be included in the loan amount so as long as the Program
loan amount maximum is not exceeded. No other fees may be charged to the
Borrower.
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5.15 Non-Complying Loans

Minnesota Housing shall have the right to take one or more of the following actions in the
event the Lender submits a loan that does not, as determined by Minnesota Housing, comply
with the requirements of this Procedural Manual:

e Adjust the purchase price of the non-complying loan;

e If not already purchased, refuse to purchase the loan;

e |If already purchased, require the Lender to repurchase the loan for the outstanding
balance and any fees paid to the Lender;

e Terminate, suspend, or otherwise limit the Participation Agreement with Minnesota
Housing; or

e Preclude the Lender from future participation in Minnesota Housing programs.

5.1516 Repurchase of Loans
Minnesota Housing at its option, may tender any loan to the Lender for repurchase if:

e Any representation or warranty of the Lender or the Borrower with respect to the
loan is determined by Minnesota Housing to be materially incorrect; or

e Theloan is not in compliance with any term or condition set forth in the
Participation Agreement and this Procedural Manual.

Upon written notice of repurchase by Minnesota Housing, the Lender has ten business days to
submit payment to Minnesota Housing for the unpaid principal balance, submit payment for
fees paid to the Lender in the sale of the loan, and submit payment for reasonable expenses
incurred by Minnesota Housing, including atterneysattorney fees. Failure to comply with this
requirement may result in the termination, suspension, further legal action or otherwise limit
the Lender’s Participation Agreement with Minnesota Housing.
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Chapter 6 — Commitment/Disbursement

Minnesota Housing funds a variety of programs and initiatives and reserves the right to
establish limits for any program or initiative during any business day such as:

e A maximum dollar amount the Lender may commit; or
e A maximum number of individual Commitments the Lender may commit.

The Lender commits funds on a first-come, first-served basis.

Individual Commitments are to be considered as “forward Commitments” by the Lender. It is
expected that the loan will be closed within the commitment period and delivered to
Minnesota Housing for purchase.

6.01 Loan Commitments
In order to obtain a Commitment to reserve funds under the Program the Lender must:

e Reserve the loan using the Loan Commitment System.

e Commitments are valid for 120 days. All Commitments will be automatically
cancelled at day 121. Extensions are approved at Minnesota Housing'’s sole
discretion.

e Loans must meet eligibility requirements and gain a status of Purchase Approval via
the Loan Commitment System no later than the last day a Commitment is valid.

6.02 Modifying a Commitment

e Changes to a loan must be updated in the Loan Commitment System and will be
evaluated for compliance with Program eligibility requirements.

e Any qualifying Commitment change will not alter the Commitment period originally
established.

e Changes to Commitments involving the Borrower and/or the property address are
not permitted.

e Anincrease in the loan amount will be allowed only if funds are available to
accommodate the change.

6.03 Canceling a Commitment
Minnesota Housing requires the Lender to cancel any Commitment of funds that will not be
used for the specified loan.

6.04 Minnesota Housing Disbursement of Funds
Minnesota Housing will purchase loans that, by the daily cutoff time, have been Purchase
Approved in the Loan Commitment System. One hundred percent of the loan amount plus the
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Lender fee will be disbursed two business days after the loan has been purchased by Minnesota
Housing.

The Lender Certificate with details of each purchase transaction will be available to the Lender
via the Loan Commitment System after the loan has been purchased by Minnesota Housing.

6.05 Loan Purchase Corrections

If it is determined that an adjustment to the purchase price of any purchased loan is necessary,
the Lender will be invoiced for any funds to be returned or Minnesota Housing will disburse the
necessary funds to the Lender.
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Chapter 7 — Documentation Requirements

7.01 Loan Processing and Closing
All loans submitted to Minnesota Housing must meet the following requirements:

e Loans must be closed and required pre-close review documents must be reviewed
for compliance by Minnesota Housing prior to completing the True and Certify
process in the Loan Commitment System.

e Minnesota Housing forms must be used ard-mayrot-bealteredinany-way-as
outlined in the Forms Guide and Glossary.

e Allloan documents must be complete, accurate and reviewed by the Lender at the
various and appropriate stages of the loan.

e All mortgage assignments must run directly from the Lender to Minnesota Housing
and use the Minnesota Uniform Conveyancing Blank.

e All mortgages and assignments must be recorded by the appropriate offices:

o Abstract Property — County Recorder’s Office

o Torrens Property — Registrar of Titles

o Tribal government and Bureau of Indian Affairs

o Manufactured Homes taxed as personal property and located within a
Manufactured Home park require a completed Public Safety Form 2017
(PS2017) recorded with the Department of Public Safety. The form should
indicate Minnesota Housing Finance Agency as the secured party and list
Minnesota Housing’s address. 400 Wabasha Street North, Suite 400, St. Paul
MN 55102.

7.02 Loan Modification and Loan Corrections

The Lender must contact Minnesota Housing for documentation and process instructions,
including utilizing the Rehabilitation Loan Program Modification of Note and Mortgage
Agreement, and/or Rehabilitation Loan Program Modification of Note and Manufactured Home
Security Agreement, in the event of loan amount corrections and/or modifications that occur
after loan closing and/or after the loan has been recorded.

7.03 Minnesota Housing Documentation/Delivery Requirements
Minnesota Housing provides the Loan Transmittal Form detailing specific
documentation/delivery requirements.

The Lender must fully execute and deliver documents within designated timeframes as outlined
on the Loan Transmittal form. In addition, the Lender must specifically warrant that all
applicable documentation has been obtained and reviewed to determine compliance with all
Minnesota Housing requirements.


http://www.mnhousing.gov/get/MHFA_203004
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Documentation not delivered to Minnesota Housing/servicer within the specified time frames,
may result, at Minnesota Housing’s discretion, in the Lender being required to repurchase the
loan, or any such remedy as identified in this Procedural Manual or allowed by law. Minnesota
Housing may also, at its discretion, extend the timeframes.

7.04 Documentation and Data Requirements

The Lenders participating in the Program are required to track all applicants and maintain
sufficient documentation to show compliance with federal Fair Housing laws. The following
data must be gathered for each transaction:

e Application date;

e Applicant’s full name;

e Single head of household information; and

e Reason the loan commitment is canceled, if applicable.

To better understand and address the disparity gap, the agency is required to collect, on a
voluntary basis, demographic information regarding race, color, national origin, and sex of
applicants for agency programs intended to benefit homeowners and homebuyers.

All forms listed in the Loan File Requirements Checklist should be fully executed, as applicable,
and maintained in the loan file by the Lender. Forms may be found on the Forms Guide and

Glossary.

7.05 Records Retention

The Lender must retain all loan documents in compliance with federal regulatory guidelines.
The Lender is required to make loan records available for inspection by Minnesota Housing for
a period of six (6) years after the loan is sold to Minnesota Housing. Those records that may be
requested by Minnesota Housing include, but are not limited to:

e Credit related documents (e.g. paystubs, tax returns, income statements,
documentation of assets, etc.);

e Compliance related documents (e.g. Borrower application, Loan Estimate (or its
alternative form), Closing Disclosure (or its alternative form), Affiliated Business
Arrangement documents, evidence of compliance with the Bank Secrecy/Anti-Money
Laundering Act, etc.);

e Property related documents (e.g. scope of work, bids, lien waivers, change orders, fees,
building permits and completion certificates, evidence of compliance with rehabilitation
and lead-based paint standards, etc.); and

e Collateral documents (e.g. title work or O&E reports, evidence of property ownership, a
copy of the fully executed Note, a copy of the fully executed and recorded Mortgage, a
copy of the fully executed recorded Assignment of Mortgage to Minnesota Housing,
etc.).


http://www.mnhousing.gov/get/MHFA_012087
http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_203004
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Chapter 8 — Servicing

8.01 Servicing

Upon purchase of the loan by Minnesota Housing, the Lender must deliver documents outlined
in the Loan Transmittal form to the Minnesota Housing servicer. Until the loan is purchased, the
Lender assumes all loan servicing responsibilities.

8.02 Delivery of Loans to Servicer

The Lender must forward the loan package according to the requirements outlined in the Loan
Transmittal form to the servicer by mail within five calendar days of Minnesota Housing’s
purchase of the loan. Upon receipt of the recorded mortgage, the Lender must ensure the
original document is delivered to the servicer within ten business days.
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Appendix A: Definitions

TERM

DEFINITION

Accommodation Parties

An owner of the property who is not a Borrower on
the note, such as a non-purchasing spouse.

Borrower

The recipient of loan funds from the Program.

Commitment

A Commitment of funds from Minnesota Housing with
specific terms and conditions applied to a specific
Borrower and a specific property.

Construction Alteration
(Manufactured Housing)

Pursuant to the Minnesota State Building Code
(Minnesota Rules Part 1350.0100) “... replacement,
addition, modification or removal of any equipment or
installation which may affect the construction,
plumbing, heating, cooling, fuel-burning system,
electrical system or the functioning of any of these in
manufactured homes subject to the code”.

Home Addition

The addition of livable space which is achieved
through an actual expansion of square footage to the
home, or by finishing off unfinished or partially
unfinished square footage in an existing area of the
home.

Lender

A lender under contract to participate in the Program.

Manufactured Home

Manufactured Home as defined in Minn. Stat. 327.31,
subd. 6.

Minnesota Housing

Refers to Minnesota Housing Finance Agency.

Participation Agreement

The contract executed between the Lenders and
Minnesota Housing that defines the terms in which
the Lender agrees to participate in the Program.

Principal Residence

A property used as the primary domicile of the owner-
occupant Borrower and his/her household.

Program

Refers to the Rehabilitation Loan Program.

Rehabilitation Standard

Refers to the Single Family Rehabilitation Standard
form.

Repair (Manufactured Housing)

Any improvement other than those outlined in the
definition of Construction Alteration including,
(according to Minnesota State Building Code
(Minnesota Rules Part 1350.3800)) ” repairs with
approved components or parts; conversion of listed
fuel-burning appliances in accordance with the terms
of their listing, adjustment and maintenance of
equipment or replacement of equipment in kind.”
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The Minnesota Housing Finance Agency does not discriminate on the basis of race, color, creed,
national origin, sex, religion, marital status, status with regard to public assistance, disability,
familial status, gender identity, or sexual orientation in the provision of services.

An equal opportunity employer.

This information will be made available in alternative format upon request.
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Introduction

Mission Statement
Housing is the foundation for success, so we collaborate with individuals, communities and
partners to create, preserve and finance housing that is affordable.

Background
The Minnesota Housing Finance Agency (“Minnesota Housing”) was created in 1971 by the
Minnesota Legislature.

The Emergency and Accessibility Loan Program (the “Program”) is a part of the rehabilitation
Loan Program (RLP). Minnesota Housing created RLP and the Program to complement loan
programs available in the private sector to fill the financial gap that exists between low-income
homeowners able to secure home improvement financing in the private sector and those
homeowners unable to do so.

Procedural Manual
This Procedural Manual sets forth for Lenders the terms and conditions under which Minnesota
Housing will purchase mortgage loans originated under the Program.

Emergency and Accessibility Loan Program

Deferred, zero percent interest rate Program loans are available to low-income Minnesota
homeowners through participating Lenders. Loans must be for improvements that directly
affect an Emergency Condition or Accessibility Improvement.
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Chapter 1 — Partner Responsibilities/Warranties

1.01 Procedural Manual
This Procedural Manual, including subsequent changes and additions, is a supplement to the

Participation-Agreement-Emergency and Accessibility Loan Program Participation Agreement
(the “Participation Agreement”) executed between the Lender and Minnesota Housing.
Minnesota Housing reserves the right to:

o Minnesota-Housingreservestherightte:Change the Program interest rate at any

time under its sole discretion;

e Alter or waive any of the requirements;

e Impose other and additional requirements; and

e Rescind or amend any or all materials effective as of the date of issue unless
otherwise stated.

Minnesota Housing is under no obligation to purchase any loan or retain ownership of a loan
that does not comply fully with this Procedural Manual. Minnesota Housing may grant waivers,
alterations or revisions at its sole discretion.

1.02 Compliance with Privacy Act Statutes
The Minnesota Government Data Practices Act:

e Requires the Lender to supply Borrowers with the Tennessen Warning and the Privacy
Act Notice-{AppendixB} when requesting private data?; and
e Governs when the disclosure of the Borrower’s Social Security Number is required.

The Minnesota Revenue Recapture Act of 1980 (Minnesota Statutes Sections 270A.01 to
270A.12) allows the disclosure of the Borrower’s Social Security Number or Minnesota Tax
Identification Number to the Minnesota Department of Revenue. This could result in the
application of funds held by the State, including but not limited to tax refunds, to the payment
of any delinquent indebtedness of the Borrower to Minnesota Housing.

1.03 Unauthorized Compensation
The Lender may receive fees approved in this Procedural Manual. However, the Lender shall
not receive or demand from a builder, remodeler, contractor, supplier or Borrower:

e Kickbacks;
e Commissions;

1 Only the Borrower’s name, address and amount of assistance received are public data and may be released to the
public. All other data are private and may be released only to those authorized access by law.
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e Rebates; or
e Other compensation.

In order to reduce the total rehabilitation cost associated with an eligible property, the Lender
may receive discounts from third parties involved in the project improvements. In these cases,
the Lender must document in the Borrower file that the discounts received are considered
typical for the market area and do not constitute a kickback, commission, rebate or
compensation for products or services rendered. Any discounts that exceed what is typical
must be documented as a charitable contribution by the representative of the seller, builder,
remodeler, contractor or supplier providing the discount.

1.04 Minnesota Housing Due Diligence Audit Guidelines and Requirements
The Lender is required to keep on file a complete copy of documents for each loan eriginated
forpurehasepurchased by Minnesota Housing. Minnesota Housing will perform a quality
control audit of loan files purchased from the Lender and will notify the Lender if a loan is
selected for audit. Upon request, the Lender must submit athe complete loan package with all
documentation that was used to originate and close the loan. Loan audits will include, but are
not limited to, a minimum of 10% of all loans purchased.

Audited loans are reviewed for:

e Minnesota Housing Program/policy compliance;

e Compliance with federal and state consumer lending regulations;

e Fraud or misrepresentation on the part of any party involved in the transaction; and

e Trends and/or other indicators that may have an impact on the financial viability of
the Program in part or in whole.

1.05 Termination of the Lender’s Participation

Minnesota Housing may terminate the participation of any Lender under this Procedural
Manual at any time and may preclude the Lender’s future eligibility for reasons including, but
not limited to, nonconformance with:

e This Procedural Manual;

e The Participation Agreement;

e The Federal Fair Housing Law and/or the Equal Credit Opportunity Act;

e Any federal or state Laws or Acts that protect the Borrower’s rights with regard to
obtaining financing for home improvements; andor

e Other applicable state and federal laws, rules and regulations.
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Upon termination of a Lender’s Participation Agreement, Minnesota Housing will continue to
purchase eligible loans for which a Commitment has already been issued, until the
Commitment expiration date.

Minnesota Housing may, at its option, impose remedies other than termination of the
Participation Agreement for Lender noncompliance.

The Lender may request reinstatement into Minnesota Housing programs. The decision
whether or not to reinstate a Lender shall be at Minnesota Housing’s sole discretion.

1.06 Representations and Warranties

The Lender agrees to comply with all applicable federal, state, and local laws, ordinances,
regulations and orders including, but not limited to, the following (and any applicable rules,
regulations and orders thereunder):

e Title VI of the Civil Rights Act of 1964;
e Title VIl of the Civil Rights Act of 1968, as amended by the Housing and Community
Development Act of 1974,
e Section 527 of the National Housing Act;
e The Equal Credit Opportunity Act;
e The Fair Credit Reporting Act;
e Federal Fair Housing Act (Title VIII of the Civil Rights Act of 1968);
e Minnesota Human Rights Act (Minnesota Statutes Chapter 363A);
| e Data Privacy - Minnesota Statutes Chapter 13;

e Minnesota S.A.F.E. Mortgage Licensing Act of 2010 — Minnesota Statutes Chapters
58 and 58A;

e Americans with Disabilities Act, 42 U.S.C.A. Section 12101;

e Fair and Accurate Credit Transactions Act;

e Truthin Lending Act;

e Home Mortgage Disclosure Act;

e Anti-Predatory Lending Act;

e USA Patriot Act;

e Bank Secrecy Act;

e Anti-Money Laundering and Office of Foreign Assets Control Policy;
e Internal Revenue Code of 1986, Section 6050H; and

e Real Estate Settlement Procedures Act of 1974;an€.

Codeof Federal Regulations {24 CFRpart-35)
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In addition to the above warranties and representations, the Lender also warrants and
represents that:

e The Lender is the sole owner and holder of the Program loan with the right to assign it
to Minnesota Housing;

e The Lender has assigned the loan free and clear of all encumbrances;

e The Lender has complied with and will continue to comply with all terms and conditions
in the Participation Agreement and this Procedural Manual for each loan processed
pursuant to the Program unless prior written approval is obtained from Minnesota
Housing;

e The Lender is a legally constituted public or governmental agency, political subdivision,
nonprofit entity, a housing and redevelopment authority, or other organization, which
has as a primary purpose the provision or development of affordable housing to low-
income persons or households in Minnesota;

e The Lender maintains capital and trained personnel adequate to render the services
required as a part of the Lender’s participation in the Program;

e The Lender follows all state and federal consumer lending laws, rules and regulations;

e The Lender has neither received nor solicited any fee or remuneration not approved by
this Procedural Manual; and

e After reasonable inspection, the Lender has no knowledge that any improvement
funded by the loan isare in violation of applicable zoning ordinances, building
ordinances, laws or regulations-; and

The Lender also agrees that the person who confirms on the Minnesota Housing Loan
Commitment System on behalf of the Lender is fully conversant with Minnesota Housing
Program requirements, and has the authority to legally bind the Lender—Fhe; and the Lender
has complied with all terms, conditions and requirements of the Participation Agreement and
this Procedural Manual unless those terms, conditions and requirements have been specifically
waived in writing by Minnesota Housing.

1.07 Lender Compensation
The Lender is compensated for each loan purchased by Minnesota Housing at a rate of 10% of
the loan amount or $1,200 per loan, whichever is less.

1.08 Selection of Contractors
The Lender may not choose the contractor. Borrowers are responsible for the selection of
any contractor who will be involved in completing rehabilitation on the property.



Page 60 of 300
MINNESOTA HOUSING — EMERGENCY AND ACCESSIBILITY LOAN PROGRAM
PROCEDURAL MANUAL
AUGUST 1, 2022

Chapter 2 - Fraud, Misuse of Funds, Conflict of Interest, Suspension,
and Disclosure and Reporting

2.01 Fraud
Fraud is any intentionally deceptive action made for personal gain or to damage another.

Any person or entity (including its employees and affiliates) that enters into an agreement with
Minnesota Housing and witnesses, discovers evidence of, receives a report from another
source, or has other reasonable basis to suspect that fraud or embezzlement has occurred must
immediately make a report through one of the ways described in Section 2.05.

2.02 Misuse of Funds

A loan and-RParticipation-Agreementareor grant agreement is a legal eentractscontract. The
Borrowerand-theLendermust-borrower or grantee promises to use the funds to engage in
eligible-usescertain activities or procure certain goods; or services wheawhile Minnesota
Housing previdesagrees to provide funds to the Berrewerborrower or the-tendergrantee to pay
for those eligible-usesactivities, goods; or services. Regardless of the Minnesota Housing
program or funding source, the Berrewerborrower or the-Lerdergrantee must use Minnesota
Housing funds as agreed and the Berrewerborrower or the-Ltendergrantee must maintain
appropriate documentation to prove that funds were used for the intended purpose(s).

A misuse of funds shall be deemed to have occurred when: (1) Minnesota Housing funds are
not used as agreed by a Berrewerborrower or the-Lendergrantee; or (2) A Berrewerborrower or
theLendergrantee cannot provide adequate documentation to establish that Minnesota
Housing funds were used in accordance with the terms and conditions of the loan or

| Participation-Agreementgrant agreement.

| Any Berrewerborrower or -Lendergrantee (including its employees and affiliates) of Minnesota
Housing funds that discovers evidence, receives a report from another source, or has other
reasonable basis to suspect that a misuse of funds has occurred must immediately make a

| report through one of the wayscommunication channels described in Seetiersection 2.05-.

2.03 Conflict of Interest

| A conflict of interest, actual; or potential-erperceived, occurs when a person has an actual or
apparent duty or loyalty to more than one organization and the competing duties or loyalties

| may result in actions which are adverseaverse to one or both parties. ApetentialorperceivedA
conflict of interest exists even if no unethical, improper or illegal act results from it.

An individual conflict of interest is any situation in which one’s judgment, actions or non-action
could be interpreted to be influenced by something that would benefit them directly or through
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indirect gain to a friend, relative, acquaintance or business or organization with which they are
involved.

Organizational conflicts of interest occur when:

e A contracting party is unable or potentially unable to render impartial assistance or
advice to Minnesota Housing due to competing duties or loyalties;

e A contracting party’s objectivity in carrying out their responsibilities might be otherwise
impaired due to competing duties or loyalties;and/for

e A contracting party has an unfair competitive advantage through being furnished
unauthorized proprietary information or source selection information that is not
available to all competitors.

Once made aware of a conflict of interest, Minnesota Housing will make a determination before
disbursing any further funds or processing an award. Determinations could include:

e Revising the contracting party’s responsibilities to mitigate the conflict;

e Allowing the contracting party to create firewalls that mitigate the conflict;

e Asking the contracting party to submit an organizational conflict of interest mitigation
plan;-ef

e Terminating the contracting party’s participation.

Any person or entity (including its employees and affiliates) that enters into an agreement with
Minnesota Housing must avoid and immediately disclose to Minnesota Housing any and all
actual, perceived, or potential conflicts of interest through one of the ways described in Section
2.05.

A contracting party should review its contract agreement and Request for Proposals (RFP)
material, if applicable, for further requirements.

2.04 Suspension

By entering into any agreement with Minnesota Housing, contracting party (including its
employees or affiliates that will have direct control over the subject of the agreement)
represents that it has not been suspended from doing business with Minnesota Housing.

Please refer to Minnesota Housing’s website for a list of suspended-individualsand
erganizationssuspended individuals and organizations.

2.05 Disclosure and Reporting

Minnesota Housing promotes a “speak-up, see something, say something” culture whereby
internal staff-external must immediately report instances of fraud, misuse of funds, conflicts of
interest, or other concerns without fear of retaliation through one of the communication
channels listed below. External business partners (e.g., the-tenders;-Borrowersgrantees,
borrowers) and the general public are strongly encouraged to report instances of fraud, misuse
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of funds, conflicts of interest, or other concerns without fear of retaliation—Yeu-mayreport
wrenhgdog-orotherconcernsby-contactng: using these same communication channels.

e Minnesota Housing’s Chief Risk Officer;
e Any member of Minnesota Housing’s Servant Leadership Team;and/or
e EthicsPoint;, the Minnesota Housing hotline reporting service vendor.

2.06 Assistance to Employees and Affiliated Parties

A contracting party that receives funding from Minnesota Housing to make specified loans,
grants, or other awards to recipients may make these specified loans, grants, or other awards
to their directors, officers, agents, consultants, employees and/or their families, elected or
appointed officials of the State of Minnesota as well as to Minnesota Housing employees
and/or their families (“Affiliated Assistance”) provided:

e The recipient meets all eligibility criteria for the program.

e The assistance does not result in a violation of the contracting party’s internal conflict of
interest policy, if applicable.

e The assistance does not result in a conflict of interest as outlined in section 2.03.

e The assistance is awarded utilizing the same costs, terms and conditions as similarly
situated unaffiliated recipients, and the recipient receives no special consideration or
access compared to similarly situated unaffiliated recipients.

e The assistance is processed, underwritten and/or approved by staff/managers who are
independent of the recipient and their immediate family members. Family members
include a spouse, domestic partner, parent, sibling, child, in-law or other relative living
in the recipient’s home.

A contracting party need not disclose Affiliated Assistance to Minnesota Housing. However, the
contracting party must document and certify, prior to awarding the Affiliated Assistance, that
the Affiliated Assistance meets each of the provisions outlined above. This documentation must
be included in the Affiliated Assistance file and must be made available upon request to
Minnesota Housing. Affiliated Assistance that does not meet each of these provisions will be
considered a violation of Minnesota Housing conflict of interest standards which must be
reported through one of the communication channels outlined in section 2.05.
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Chapter 3 - Borrower Eligibility Requirements

3.01 Borrower
One individual or multiple individuals are eligible to be a Borrower(s) only if such individual or
individuals meet the requirements of this Procedural Manual.

3.02 Borrower Age
Borrower must be eighteen (18) years of age or older or have been declared emancipated by a
court having jurisdiction.

3.03 Co-Signers
Co-signers are not permitted on Program loans.

3.04 Ownership Interest

For residences taxed as real property, the Borrower(s) must individually, or in the aggregate,
possess at least a one-third ownership interest in the residence to be improved. For a
Manufactured Home taxed as personal property, the Borrower(s) ownership interest
requirement is 100%.

The Borrower(s) and Accommodation Parties, individually or in the aggregate, must have 100%
ownership interest in the residence to be improved.

Borrowers under this Program must have clear title to the subject property as evidenced by a
title search or title opinion and a copy of the deed.

Eligible forms of ownership interest include the following:

o Afeesimple estate;

e A community land trust;

e Vendee interest in a recorded contract-for-deed;

e An approved tribal residential lease on tribal lands;

e A Manufactured Home taxed as real property; e

e A Manufactured Home taxed as personal property and located in a Manufactured Home
park-; or

e A Manufactured Home with an approved tribal residential lease located on tribal lands.

Title may be held in the following ways:

e Individually;
e Joint Tenants;
e Tenants in Common; or
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e Arecorded life estate, excluding remaindermen?.
Ineligible forms of ownership include but are not limited to the following:

e Shares in a Cooperative Corporation;
| e An ownership interest by any form of trust;-andor
e An ownership interest subject to a reverse mortgage.

3.05 Occupancy Requirements

| Borrower must have owned the property and resided in the property as his/her/their Principal
Residence for at least 6 months prior to applying for the Program loan. Further, the Borrower
must maintain ownership and title to the property and regularly reside in the property as their
Principal Residence during the term of the loan.

3.06 Emergency and Accessibility Loan Program Application
All Borrowers must apply for the Program through an approved Lender-using-the-Minneseta
Housing B \pplication.

3.07 Prior Minnesota Housing Assistance

A Borrower who has previously received financing through the Program and/or the
rehabilitation Loan Program, may be eligible for additional Program funds assuming all loan
requirements have been met and an Emergency Condition or Accessibility Improvement has
been identified.

3.08 Emergency and Accessibility Loan Program Eligibility Income

Gross annual household income includes but is not limited to the gross annual projected
household income of all residents age 18 and over that reside in the householdfrem-whatever
sea-ree—ele#weel—and before taxes or withholdings —less deductible meel+ea4—expenses allowed.

needThe Lender must use the Income EI|g|b|I|tv Calculation Worksheet to calculate the gross
annual household income. The Income Eligibility Calculation Worksheet must be ircluded—{See

tacomeEligibility-Caleulation-Werksheetlretained in the loan file. The gross household income

may not exceed the amounts listed on Minnesota Housing’s Website as of the date of loan
application.

2Remainderman will be required to sign the Mortgage as an Accommodation Party.
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If a Borrower’s gross annual household income is zero or a negative amount, the Borrower is
ineligible for financing.

Documentation of the gross annual household income must be verified at the time of the loan

application. The Lender does not need to reverify documentation of the gross annual
household income if the Lender closes the loan within 12 months of Borrower application. The
Borrower(s) must execute the Borrower Attestation within 10 days of the loan closing date
attesting that there has not been a substantial change to the gross annual household income. If
the Lender closes the loan 12 months or later after Borrower application, the Lender must
reverify the gross annual household income and the Borrower(s) must submit updated
documentation of the gross annual household income.

3.09 Minnesota Housing Maximum Asset Limit
The total assets of all residents in the household may not exceed $25,000.00 after deducting
any outstanding indebtedness pertaining to the assets. Assets include, but are not limited to,

the following:

\ include | lirnited to. the following:
e Cash on hand or in checking or savings accounts;
e Securities or United States Savings Bonds;
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Market value of all interests in real estate, exclusive of the structure to be improved and
a parcel of real property of not more than two contiguous platted lots or 160 continuous
acres on which such structure is located;

Cash value of life insurance policies;

Recreational vehicles such as golf carts, snowmobiles, boats, or motorcycles;

All land in which any resident of the household holds title and is selling on a contract-for
deed. Value in this case is defined as the outstanding principal balance expected to exist
on the contract one year from the date of application;

Life estate value on a property other than the subject property; and

All other property, excluding household furnishings, clothing, and one automobile, and
real estate, equipment, supplies, and inventory used in a business.

Documentation of the Borrower’s assets must be verified at the time of the loan application.

The Lender does not need to reverify documentation of the Borrower’s assets if the Lender

closes the loan within 12 months of Borrower application. The Borrower(s) must execute the

Borrower Attestation within 10 days of the loan closing date attesting that there has not been a

substantial change to the Borrower’s assets. If the Lender closes the loan 12 months or later

after Borrower application, the Lender must reverify the Borrower’s assets and the Borrower(s)

must submit updated documentation of the Borrower’s assets.

3.10

Credit Requirements
Credit reports are not required by Minnesota Housing.
Borrower must be current on all property tax payments at the time of application.
Borrowers must be current on all mortgage loan payments at the time of
application. Examples of documentation for verifying payments include, but are not
limited to:
o A verification of current mortgage payment status from the loan servicer;
andor
o A mortgage statement citing the loan servicer’s name and address, the most
recent payment made, the date and amount of the next payment due and
any past due amounts, and/or any unpaid fees.
There are no additional credit requirements. A Borrower’s credit history outside of their

3.11

mortgage may not be used to determine the Borrower’s eligibility. The Borrower must
be current on all liens against the subject property.

Separated Spouses
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When the Lender establishes that a spouse permanently resides outside of the household, that
separated spouse may be excluded from signing the Program loan application and note, but
must sign the mortgage.

Examples of separated spouse documentation include:
e Legal separation documentation;

e Proof of initiated divorce proceedings; and
e Verification of separate Principal Residence and absence of joint accounts.
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Chapter 4 - Property Eligibility Requirements

4.01 Eligible Properties
Properties eligible for a loan must be located in the State of Minnesota and may include any of
the following property types:

e Asingle family detached home;

e Aduplex3;

e An eligible unit in a Planned-Unit-Developmentplanned unit development (PUD);

e A unit of a condominium?

e Atownhome?; or

e Certain Manufactured Homes {asthat meet the requirements outlined in Section
3.044-.

4.02 Ineligible Properties
Properties ineligible for a Program loan include but are not limited to:

e Properties containing three or more units;

e Properties intended to be used as an investment property (except the rental of a
second unit in a duplex); and

e Properties intended for recreational use;

e Properties primarily used for business (more than 50% of the floor space is used for
the business).

4.03 Property Inspections
The Lender must conduct inspections of the property as follows:

e The first inspection determines the property’s Emergency Conditions or essential
Accessibility Improvements without regard to lead hazards and is used to prepare the
initial seepe-Scope of werkWork.

e Additional inspections sheuld-must demonstrate that construction has been
completed according to the Scope of Work and that the quality of the work is
satisfactory. The Lender may conduct additional inspections as work is completed.

3 The Borrower must occupy one unit of a duplex property.

4 |If the property is a condominium, only the portion of the real estate owned by the Borrower is eligible. Common
areas owned by the association are not eligible.

s If the property is a townhome, only the portion of the real estate owned by the Borrower is eligible. Common
areas owned by the association are not eligible.
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Minnesota Housing reserves the right to inspect properties during any stage of rehabilitation
with reasonable notice.

4.04 Local Ordinances and Plans
Property improvements must conform to all applicable zoning ordinances and all

| apprepriatenecessary permits must be obtained.
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Chapter 5 — Loan/Rehabilitation Eligibility

5.01 Loan Eligibility
Minnesota Housing purchases closed loans from the Lender if the loan satisfies all the
requirements of the Procedural Manual.

5.02 Interest Rate/Amortization Requirements

Generally, loans under the Procedural Manual are interest-free, deferred loans which are
forgiven at the end of the loan term. However, if the Borrower sells, transfers title or ceases to
occupy the property as his/her/their Principal Residence during the loan term, the loan will
become due and payable.

5.03 Program Loan Amount
e Minimum loan amount is $1,000.

e Maximum loan amount is $15,000.

5.04 Mortgage Term
Prior to the expiration of the applicable periods indicated below, all loans are due on sale,
transfer of title, or if the property ceases to be the Borrower’s Principal Residence--.

e The loan term for properties taxed as real property is 15 years.
e The loan term for Manufactured Homes:
o Taxed as real property is 15 years;
o Taxed as personal property and located within a Manufactured Home park is
10 years; or
o Taxed as personal property with an approved tribal residential lease located
on tribal lands is 10 years.

5.05 Security for the Loan

e Allloans for properties taxed as real estate must be secured with a mortgage which
must be recorded within 30 days after the date of closing. The Lender may not wait to
record the mortgage until after the rehabilitation is completed to accommodate
changes in the loan amount.
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e Allinterests in the Note and Mortgage must be assigned to Minnesota Housing when
the loan is purchased and funded by Minnesota Housing.

e Loans for a Manufactured Home, taxed as personal property must be secured with a
lien against the title to the Manufactured Home.

e Inthe event there are changes in the loan amount, the Lender must follow the
Change Order requirements in Section 5.08.

5.06 Title Requirements
The Lender is required to verify the following:

e The legal description of the subject property;
e The Borrower's ownership interest by conducting a title investigation:
o Through documented contact with the County Recorder’s Office/Registrar of
Titles; or
o Through documentation of ownership provided by tribal government approved
by Minnesota Housing; or
o Viaan Owners and Encumbrances report; and
e Any existing liens, if any, on the property.

5.07 Rehabilitation Requirements
Rehabilitation in connection with a Program loan must satisfy the following requirements:

e Prior to the start of rehabilitation, the property must be inspected and determined to
be eligible under the Program.

e All proposed rehabilitation must be outlined in a written seepeScope of werkWork
and must address the Emergency Condition and/or Accessibility Improvement noted
in the inspection report.

e At least two bids must be solicited from Minnesota-licensed contractors or tribal
government approved contractors based on the written seepeScope of werkWork.
Generally, the lowest, reasonable bid must be selected. If the lowest, reasonable bid is
not selected, the Lender and the Borrower must provide written justification for
selecting the higher bid and such bid must be approved at the sole discretion of
Minnesota Housing.

e Allimprovements must be completed by contractors licensed by the state of
Minnesota or tribal government approved contractors.

e A written construction contract must be executed between the Borrower and the
contractor.

e Each rehabilitation improvement must be a permanent general improvement finished
in compliance with all applicable state, county and municipal or tribal government
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health, housing, building, fire prevention and housing maintenance codes or other
public standards.

e Rehabilitation improvements to Manufactured Homes must comply with Minnesota
State Building Code, Section 1350.3800, which addresses the distinction between a
construction-alterationConstruction Alteration and a repairRepair and the different
licensing requirements attendant to each type of improvement.

e Lien waivers must be collected from all contractors upon completion of rehabilitation.

5.08 Change Orders

After the loan has closed:

e Changes in the seepeScope of werkWork are not permitted unless unanticipated
deficiencies identified during the rehabilitation process will cause further damage to
the home if not addressed.

e Any change in the seepeScope of werkWork, including the reason for the change must
be documented in the file.

e Inthe event that a change order occurs, post-closing modification requirements must
be met as referenced in Section 7.02 of this Procedural Manual.

5.09 Sworn Construction Statement and Lien Waivers
General Contractors are required to execute a Sworn Construction Statement. Fae-tendermust

The Lender must obtain lien waivers for all work performed and all materials supplied by:

e The general contractor(s);
e Subcontractors; and
e Materials supplier(s).

Upon completion of rehabilitation, the Lender and the Borrower must execute the Completion
Certificate provided by Minnesota Housing. rehabilitatienRehabilitation must be completed
within 812 months of loan Commitment unless Minnesota Housing issues a written extension.

5.10 Homeowner Labor
Homeowner labor is not permitted under the Program.

5.11 Eligible Emergency Improvements
Eligible emergency improvements are repairs to a property damaged as a result of events

beyond the Borrower’s control or as necessitated by a systems or structural failure such as:

e Failure of the heating, electrical, ventilation, or plumbing/septic system;
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Roof leaks that have led to significant secondary damage to the home’s interior,
including but not limited to electrical damage that would cause a potential fire hazard;
A structural failure of the foundation, walls, or roof of the home that could cause
collapse;

An Environmental Intervention Blood Lead Level (EIBLL) of a household resident; or
An accessibility need that prevents a Bisabled-Household Resident with a Disability
from inhabiting the home.

Other Emergency Conditions that could cause the home to be or become uninhabitable,
including demolition of structurally unsound outbuildings and home additions intended to
accommodate a Bisabled-Household Resident with a Disability will be considered by Minnesota
Housing on a case-by-case basis.

The Lead Based Paint Guide for Applicable Single Family Programs does not apply to Program
loans unless the repairs were necessitated by a lead paint health hazard.

5.1312 Ineligible Rehabilitation Improvements
Ineligible rehabilitation improvements include, but are not limited to, the following:

5.13

Installation of new decorative trim (except when replacement of existing decorative
trim is necessary for lead hazard reduction);

Hard-wired microwave ovens;

“Luxury” improvements, which are improvements of a type exceeding that customarily
used in the locality for properties of the same type as the property to be rehabilitated
(swimming pool, outdoor hot tub, etc.);

Public improvement assessments;

Improvements that do not become a part of the real property, including but not
limited to, appliances such as freestanding refrigerators and stoves; and

Any improvements already in place. Loan proceeds may not be used to pay off existing
debt.

Other Eligible Costs

Other eligible improvements could include, but are not limited to:

Recording fees, mortgage registration tax and title search costs may be collected from
the Borrower or may be included in the loan amount as long as the Program loan
amount maximum is not exceeded. No other fee’s may be charged to the Borrower.

5.14 Non-Complying Loans
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Minnesota Housing shall have the right to take one or more of the following actions in the
event a Lender submits a loan that does not, as determined by Minnesota Housing, comply with
the requirements of this Procedural Manual:

e Adjust the purchase price of the noncompliant loan;

e If not already purchased, refuse to purchase the loan;

e If already purchased, require the Lender to repurchase the loan for the outstanding
balance and any fees paid to the Lender;

e Terminate, suspend, or otherwise limit the Lender’s Participation Agreement with
Minnesota Housing; or

e Preclude the Lender from future participation in Minnesota Housing programs.

5.15 Repurchase of Loans
Minnesota Housing may, at its option, tender any loans to the Lender for repurchase if:

e Any representation or warranty of the Lender or the Borrower with respect to the
loan is determined by Minnesota Housing to be materially incorrect; or

e Theloan is not in compliance with any term or condition set forth in the Participation
Agreement and this Procedural Manual.

Upon written notice of repurchase by Minnesota Housing, the Lender has ten (10) business
days to submit payment to Minnesota Housing for the unpaid principal balance, submit
payment for fees paid to the Lender in the sale of the loan, and submit payment for reasonable
expenses incurred by Minnesota Housing, including atterney’sattorney fees. Failure to comply
with this requirement may result in the termination, suspension, further legal action, and/or
otherwise limit the Lender’s Participation Agreement with Minnesota Housing.
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Chapter 6 — Commitment/Disbursement

Minnesota Housing funds a variety of programs and initiatives and reserves the right to
establish limits for any program and/or initiative during any business day such as:

e A maximum dollar amount a Lender may commit; or
e A maximum number of Commitments a Lender may commit.

The Lender commits funds on a first-come, first-served basis. Fund balances are available on
the Minnesota Housing website.

Commitments are to be considered as “forward commitments” by the Lender. It is expected
that the loan will be closed within the Commitment period and delivered to Minnesota Housing
for purchase.

6.01 Loan Commitments
In order to obtain a Commitment to reserve funds under the Program; the Lender must-+eserve:

e Reserve the loan using the Loan Commitment System.

e Commitments are valid for 120 days. All Commitments will be automatically cancelled
| at day 121. Extensions are approved at Minnesota Housing’s sole discretion--.

e Loans must meet eligibility requirements and gain a status of Purchase Approval via

| the Loan Commitment System no later than the last day a Commitment is stith-valid.

6.02 Modifying a Commitment

e Changes to a loan must be updated in the Loan Commitment System and will be
evaluated for compliance with Program eligibility requirements.

e Any qualifying Commitment change will not alter the Commitment period originally
established.

e Changes to Commitments involving the Borrower(s) and/or the property address are
not permitted.

e Anincrease to the loan amount will be permitted only if funds are available to
accommodate the change.

6.03 Canceling a Commitment
Minnesota Housing requires the Lender to cancel any Commitment that will not be used for the
specified Program loan.

6.04 Minnesota Housing Disbursement of Funds
Minnesota Housing will purchase loans that, by the daily cutoff time, have been Purchased
Approved in the Loan Commitment System. One hundred percent of the loan amount plus the
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Lender fee will be disbursed two business days after the loan has been purchased by Minnesota
Housing.

AThe Lender Certificate with details of each purchase transaction will be available to the Lender
via the Loan Commitment System after the loan has been purchased by Minnesota Housing.

6.05 Loan Purchase Corrections

If it is determined that an adjustment to the purchase price of any purchased loan is necessary,
Minnesota Housing will either invoice the Lender for any funds to be returned or disburse
additional funds to the Lender.
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Chapter 7 — Documentation Requirements

7.01 Loan Processing and Closing
All loans submitted to Minnesota Housing must meet the following requirements:

o Allstandardlean-decumentsmustbe-en-Minnesota Housing forms must be used as
provided-and-may-not-bealteredoutlined in any-way-the Forms Guide and Glossary.
e Allloan documents must be complete, accurate and reviewed by the Lender at the
various and appropriate stages of the loan.
e All mortgage assignments must run directly from the Lender to Minnesota Housing
and use the Minnesota Uniform Conveyancing Blank.
e All mortgages and assignments must be recorded by the appropriate offices:
o Abstract Property — County Recorder’s Office
o Torrens Property — Registrar of Titles
o Tribal government and Bureau of Indian Affairs
o Manufactured Homes taxed as personal property and located within a
Manufactured Home park require that Public Safety Form 2017 (PS2017), listing
Minnesota Housing as the lien holder, be recorded with the Department of
Public Safety. The form should indicate Minnesota Housing Finance Agency as
the secured party and list Minnesota Housing’s address: 400 Wabasha Street
North, Suite 400, St. Paul, MN 55102.

7.02 Loan Modifications and Loan Corrections

The Lender must contact Minnesota Housing for documentation and process instructions,
including utilizing the Modification of Note and Mortgage Agreement, and/or Modification of
Note and Manufactured Home Security Agreement, in the event of loan amount corrections
and/or modifications that occur after loan closing and/or after the loan has been recorded.

7.03 Minnesota Housing Documentation/Delivery Requirements
Minnesota Housing provides the Loan Transmittal form detailing specific
documentation/delivery requirements.

The Lender must fully execute and deliver documents within designated timeframes as outlined
on the Loan Transmittal form. In addition, the Lender must specifically warrant that all
applicable documentation has been obtained and reviewed to determine compliance with all
Minnesota Housing requirements.

Documentation not delivered to Minnesota Housing/servicer within the specified time frames,
may result, at Minnesota Housing’s discretion, in the Lender being required to repurchase the
loan, or any other such remedy as identified in this Procedural Manual or the Participation
Agreement. Minnesota Housing may also, at its discretion, choose to extend the timeframes.


http://www.mnhousing.gov/get/MHFA_203004
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7.04 Documentation and Data Requirements

The Lenders participating in the Program are required to track all applicants and maintain
sufficient documentation to show compliance with federal Fair Housing laws. The following
data must be gathered for each transaction:

e Application date;
e Applicant’s full name;
) , : ety
e Single head of household information; and
e Reason the loan commitment is canceled, if applicable.

To better understand and address the disparity gap, the agency is required to collect, on a
voluntary basis, demographic information regarding race, color, national origin, and sex of
applicants for agency programs intended to benefit homeowners and homebuyers.

All forms listed in the Loan File Requirements Checklist should be fully executed, as applicable,
and maintained in the loan file by the Lender. Forms may be found on the Forms Guide and

Glossary.

7.05 Records Retention

The Lender must retain all loan documents in compliance with federal and-statelaws,+ules,and
regulatiensregulatory guidelines. The Lender is required to make loan records available for
inspection by Minnesota Housing for a period of six (6) years after the loan is sold to Minnesota
Housing. Those records that may be requested by Minnesota Housing include, but are not
limited to:

e Credit related documents (e.g. paystubs, tax returns, income statements,
documentation of assets, etc.);

e Compliance related documents (e.g. Borrower application, Loan Estimate (or its
alternative form), Closing Disclosure (or its alternative form), Affiliated Business
Arrangement documents, evidence of compliance with the Bank Secrecy/Anti-Money
Laundering Act, etc.);

e Property related documents (e.g. scope of work, bids, lien waivers, change orders, fees,
building permits and completion certificates, evidence of compliance with rehabilitation
and lead-based paint standards, etc.); and

e Collateral documents (e.g. title work or O&E reports, evidence of property ownership, a
copy of the fully executed Note, a copy of the fully executed and recorded Mortgage, a
copy of the fully executed recorded Assignment of Mortgage to Minnesota Housing,
etc.).


http://www.mnhousing.gov/get/MHFA_012087
http://www.mnhousing.gov/get/MHFA_203004
http://www.mnhousing.gov/get/MHFA_203004
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Chapter 8 — Servicing

8.01 Servicing

Upon purchase of the loan by Minnesota Housing, the Lender must deliver documents outlined
in the Loan Transmittal form to the Minnesota Housing servicer. Until the loan is purchased, the
Lender assumes all loan servicing responsibilities.

8.02 Delivery of Loans to Servicer

The Lender must forward the loan package according to the requirements outlined in the Loan
Transmittal form to the servicer by mail within five calendar days of Minnesota Housing’s
purchase of the loan. Upon receipt of the recorded mortgage, the Lender must ensure the
original document is delivered to the servicer within ten business days.
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Appendix A: Definitions

All terms used in the Procedural Manual use industry standard definitions except for the

following:

TERM

DEFINITION

Accommodation Party

An owner of the property who is not a Borrower on the
note, such as a non-purchasing spouse.

Accessibility Improvement

An interior or exterior improvement or modification to
a property, which is necessary to enable a Disabled
Household Resident with a Disability or a Borrower with
a permanent physical or mental condition that
substantially limits one or more major life activities to
function in that property.

Borrower

The recipient of Program loan funds.

Commitment

A Commitment of funds from Minnesota Housing with
specific terms and conditions applied to a specific
Borrower and a specific property.

Construction Alteration
(Manufactured Housing)

Pursuant to the Minnesota State Building Code
(Minnesota Rules Part 1350.0100) “... replacement,
addition, modification or removal of any equipment or
installation which may affect the construction,
plumbing, heating, cooling, fuel-burning system,
electrical system or the functioning of any of these in
manufactured homes subject to the code”.

a Disability

Pisabled-Household Resident wit

A Borrower, or household member, who has a
permanent physical or mental condition, which
substantially reduces the person’s ability to function in
a residential setting. If the disability does not require
the use of a mobility device, the Borrower must provide
a completed Authorization to Disclose Health
Information form, or a Supplemental Security Income
(SSI) award letter or Social Security Disability Insurance
(SSDI) award letter.

Emergency Condition

Property damage beyond the homeowner’s control or
that is necessitated by a system or structural failure
that has caused or could cause the home to be
uninhabitable.

Lender

A lender under contract to participate in the Program.

Manufactured Home

" dwall T
Drincinal Resi -
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Manufactured Home as defined in Minn. Stat. 327.31, subd.

6.
Minnesota Housing The Minnesota Housing Finance Agency.
Participation Agreement The contract executed between a Lender and

Minnesota Housing that defines the terms in which the
Lender agrees to participate in the Program.

Principal Residence A property used as the primary domicile of the owner-
occupant Borrower and his/her/their household.
Program The Emergency and Accessibility Loan Program.

Alformslisted-in-AppendhB Any improvement other than those outlined in the
showld-befully-executedas definition of Construction Alteration including,

applicableand-maintainedinthe | (according to Minnesota State Building Code
i ~Repair (Minnesota Rules Part 1350.3800)) ” repairs with

(Manufactured Housing) approved components or parts; conversion of listed
fuel-burning appliances in accordance with the terms of

their listing, adjustment and maintenance of



http://www.mnhousing.gov/get/MHFA_203004
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m M | N N E S O TA Board Agenda Item: 6.A
HOUSING Date: 7/21/2022

Item: Approval, Housinglink Grant

Staff Contact(s):
Alyssa Wetzel-Moore, 651-263-1453, Alyssa.Wetzel-Moore@state.mn.us
Ryan Baumtrog, 651-296-9820, Ryan.Baumtrog@state.mn.us

Request Type:
Approval [J No Action Needed
Motion [ Discussion
1 Resolution ] Information

Summary of Request:

Staff requests approval for $350,000 to fund a two-year grant contract for HousingLink. The grant will
fund ongoing operations including the provision of vacancy and waiting list information, support to an
online searchable database of publicly funded rental housing units in Minnesota known as Streams and
maintenance of the statewide Affirmative Marketing Toolkit.

Fiscal Impact:
This award uses Pool 3 resources structured as a grant which does not earn interest for the Agency.

Meeting Agency Priorities:
Improve the Housing System
Preserve and Create Housing Opportunities
[ Make Homeownership More Accessible
[] Support People Needing Services
[ Strengthen Communities

Attachment(s):
e Background
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Background
This request will support on-going operations for HousingLink through a sole source contract to support

providing comprehensive, accurate and timely data regarding the supply of affordable rental housing
and rental assistance to those searching for rental housing options. Staff throughout the agency utilize
the data, website, services and reports of HousingLink to support their work. HousingLink has become
Minnesota's primary source for affordable housing-related openings, data, information and resources.
HousingLink is the only provider that provides a statewide, searchable and up-to-date listing of
subsidized apartments, including up-to-date vacancies of apartments that accept Section 8 vouchers.
They also provide search features based on accessibility features to help people with disabilities find
affordable, integrated housing.

HousingLink provides centralized housing information for individuals and communities primarily through
its website for finding affordable housing vacancies. They also inform policymaking with reliable,
credible data. HousingLink was created as a result of the 1995 Hollman v Cisneros Consent Decree
wherein the decree stipulated that an affordable housing information 'clearinghouse' be created, to
ensure low-and-moderate income families would have access to affordable housing information they
need. HousinglLink is a 501(c)(3) nonprofit organization. HousingLink has demonstrated a clear place as
the preeminent data organization for affordable housing information. Minnesota Housing, along with
multiple affordable housing partners, utilize many of the resources now incorporated into the
HousingLink website.

The activities that will be funded with this grant contract includes:

1. Advancing Affordable Housing Opportunities
Low and moderate-income renters, and the agencies that help them, need a quick and efficient
place to identify rental housing openings and find answers to common housing questions. HousingLink
provides these households and agencies a user-friendly, one-stop website to locate the following:
e Affordable rental housing openings
e Open subsidized housing waiting lists
e Rental housing education and resources to help them understand:
o Subsidized housing
o How to have a successful renting experience
o How to overcome criminal, credit, and rental history barriers

The HousingLink website provides a wide variety of practical information and resources to help
advance the affordable housing opportunities available to low-to-moderate income renters.

Housing Search (formerly hList)

Service agencies and low-to-moderate income renters use the HousingLink website to search for
affordable rental housing and subsidized waiting list openings. A household searching for housing is the
most common activity on their website.

2. Housing Authority Waiting List (HAWL) Report
The Housing Authority Waiting List (HAWL) Report contains information on the status of Section
8 Voucher and Public Housing waiting lists in the Twin Cities metro area. This report is heavily
used and is updated whenever a change in waiting list status occurs.
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In addition to publishing the report online, HousingLink emails waiting list alerts to 8,000+ subscribers
on their Housing Authority Waiting List Alert email. The subscribers to this list are low-income

renters and service agency professionals who use the information to acquire subsidized housing
opportunities. HAWL alerts are a way to disperse this information the moment it is available

directly into the hands of case managers and renters.

3. HousinglLink Research and Housing Supply Data
HousingLink provides information on the supply and location of publicly funded affordable
housing through reports and an online database called Streams. Streams
(www.housinglink.org/streams) has been expanded statewide and now includes 3,300 properties and
122,119 affordable units with public funding. Streams is used by Minnesota Housing staff, as
well as other researchers and community planners and policymakers.

4. Affirmative Marketing Toolkit
An online resource for housing providers seeking to ensure their applicant pool reflects the
diversity of our communities, the toolkit aids in completing the HUD form, Affirmative Fair
Housing Marketing Plan - Multifamily Housing, Form HUD-935.2A. Using the Toolkit helps
housing providers complete the HUD form.

5. Olmstead Plan
HousingLink completed a redesign of their website to improve the housing search experience for
people with disabilities. They continue to promote the features of the website throughout the
state to landlords, renters who need accessible housing, service agencies, and government
organizations. They are focusing on getting more listings with accessible features for those with
disabilities posted to the site and increasing the amount of Greater Minnesota search and listing
activity.

Financial Assessment:

HousingLink passed the agency’s Financial Review based on their 2020 Audited Financials. Minnesota
Housing has a current grant contract with HousingLink and the grant period ends on August 31, 2022.
HousingLink is being processed under the requirements of our grants management policies. An on-site
monitoring visit will be required annually.

Expected Outcomes:
HousingLink’s core activities fall within three of Minnesota Housing’s Strategic Priorities: Preserve
Housing with Federal Project-Based Rent Assistance; Prevent and End Homelessness; and Address
Specific and Critical Local Housing Needs. With this funding from Minnesota Housing, HousingLink will:
e Maintain its ongoing operations, including provision of vacancy and waiting list information
through www.housinglink.org, information useful and educational services to housing seekers
and providers and others in Minnesota.
e Maintain Streams, a publicly available, online, searchable database of publicly funded rental
housing units in Minnesota.
e Maintain the statewide Affirmative Marketing Toolkit.


http://www.housinglink.org/streams
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m M | N N E S O TA Board Agenda Item:7.A
HOUSING Date: 7/21/2022

Item: Modification, Housing Infrastructure Bond (HIB) Loan and Approval, Updated Waiver of
Predictive Cost Model 25% Threshold
- Garitz Grove, D8337, Fergus Falls, MN

Staff Contact(s):
Carrie Weisman, 651.296.3769, carrie.weisman@state.mn.us

Request Type:
Approval [J No Action Needed
Motion [ Discussion
Resolution L] Information

Summary of Request:

At the March 25, 2021 board meeting, the proposed development was selected for a commitment
of deferred funding under the Housing Infrastructure Bond (HIB) program under Resolution No.
21-013 in the amount of $6,031,000. Agency staff completed the underwriting and technical
review of the proposed development and recommends the adoption of a resolution modifying the
Housing Infrastructure Bond (HIB) loan, increasing the original amount by $626,000 for a total HIB
loan of $6,657,000.

Staff also recommends approval of an updated waiver to the predictive cost model. At the March
25, 2021 board meeting, the board granted a waiver of the predictive cost model 25% threshold.
At that time, the total development cost (TDC) per unit was 39% over the predictive cost model.
Current TDC per unit is $341,300 and now exceeds the predictive model by 61%.

All commitments are subject to the terms and conditions of the Agency term letter.

Fiscal Impact:

Minnesota Housing will not earn interest revenue as the loan does not carry an interest rate. The
debt service on the HIBs issued to finance the HIB loan is paid via state appropriations. The Agency

will earn certain fee income from providing the loan.

Meeting Agency Priorities:

X

Improve the Housing System

X

Preserve and Create Housing Opportunities

U

Make Homeownership More Accessible

X

Support People Needing Services

X

Strengthen Communities
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Attachments:
e Background
e Resolution
e Resolution Attachment: Term Lette



Background:
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At its March 25, 2021 meeting, the Minnesota Housing board approved the selection of Gartiz
Grove for a loan commitment under the Housing Infrastructure Bond (HIB) program in the
amount of $6,031,000. At that same board meeting, the board granted a waiver to the
predictive cost model threshold because estimated total development costs (TDC) per unit

exceeded the predictive model estimate by 39%.

The project involves the new construction of 24 one-bedroom units in a three-story elevator
building located in Fergus Falls. The development will provide permanent supportive housing
for single adults experiencing homelessness, targeting households with serious mental illness.
All 24 households will benefit from Housing Support. Seven units will serve households that
meet the definition of high priority homeless (HPH) and six units will serve people with
disabilities (PWD). The project is a joint effort between Otter Tail County Human Services and
the Fergus Falls Housing Redevelopment Authority (HRA) that will have county behavioral
health staff and nursing services on site along with additional services coordinated through

several other local service providers.

Since selection, TDC has increased $689,071 (9%), primarily due to market volatility of
construction material prices and demand for labor. A portion of cost increases were offset by a
new loan from the Fergus Falls HRA in the amount of $50,000. To close the remaining gap, staff
recommends an increase to the HIB loan of $626,000 for a total HIB loan of $6,657,000.

Summary of project cost changes since selection:

Description Amoun.t at Amount Amount % Change
Selection Current Change

Acquisition or Refinance S 100,001 S 1 (S 100,000) -100%
Construction Costs $ 5,558,786 S 6,354,462 S 795,676 14%
Environmental Abatement S 0 S 0 S 0 0%
Professional Fees S 655,562 S 640,559 (S 15,003) -2%
Developer Fee S 750,000 S 750,000 SO 0%
Financing Costs S 125,152 S 133,550 S 8,398 7%
Total Mortgageable Costs $ 7,189,501 $ 7,878,572 S 689,071 10%
Reserves S 312,213 S 312,213 S 0 0%

Total Development Cost $ 7,501,714 $ 8,190,785 S 689,071 9%

Staff also recommends approval of an updated waiver to the predictive cost model. When
selected in March 2021, the project was 39% over the predictive cost model primarily due to

the entire first floor (33%) of the building being dedicated to office, program, and common area
space. With a relatively large amount of common space to provide services and programming
and relatively fewer number of units to share the cost, the per unit cost is higher than typical. If
the property had seven additional residential units on the first floor instead of office, program,
and common area space, the project would be within the predictive cost model 25% threshold.
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Background

Additionally, due to construction cost increases, TDC per unit is now $341,300 and exceeds the
predictive model estimate of $212,000 per unit by 61%. The predictive cost model calculation is
based on the model used for the 2020 Consolidated Request for Proposal (RFP) selections,
which does not account for the faster than average construction cost increases experienced
over the last two years. Staff finds the costs per unit of $341,300 to be reasonable given market
volatility and the large portion of office, program, and common area space in the building.
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Resolution

MINNESOTA HOUSING FINANCE AGENCY

400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 21-013

RESOLUTION APPROVING MORTGAGE LOAN COMMITMENT MODIFICATION
HOUSING INFRASTRUCTURE BOND (HIB) PROGRAM

WHEREAS, the Board has previously authorized a commitment for the Gartiz
Grove development by its Resolution No. 21-013; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A
and the Agency’s rules, regulations, and policies, and;

WHEREAS, Agency staff has determined that there are increased development costs.
NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to modify the commitment for the
indicated development, subject to the revisions noted:

1. The HIB loan shall not exceed $6,657,000.

2. All other terms and conditions of Minnesota Housing Resolution No. 21-013 remain in
effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA
HOUSING

July 7,2022

Mikel Olson

Fergus Falls Housing and Redevelopment Authority
1151 Friberg Avenue

Fergus Falls, MN 56537

RE: Term Letter
Garitz Grove, Fergus Falls

Development #D8337, Project # M18538

Dear Mikel Olson:

Agenda Itenf®agef95 of 300

Resolution Attachment
400 Wabasha Street North, Suite
400 St. Paul, MN 55102
P: 800.657.3769
F:651,296,8139| FTTY:
651.297.2361
www.mnhousing.gov

Minnesota Housing Finance Agency (“Minnesota Housing”) staff has approved your request for
a loan or loans subject to the terms and conditions contained in this letter {the “Terms”}. The
Terms are subject to Minnesota Housing’s Board of Directors’ approval and meeting all
underwriting standards, delivery of required due diligence items, satisfactory loan
documentation and other loan closing requirements. The Terms do not constitute a commitment
to lend on the part of Minnesota Housing and relate only to the specific financing referenced in

this letter.
Borrower: A single asset entity: Garitz Grove L,L.C.
Managing Member: Fergus Falls Housing and Redevelopment Authority
Development New canstruction of a 24-unit affordable housing development

Description/Purpose: located in Fergus Falls, Minnesota

Housing Infrastructure Bonds

Flexible Financing Cap Costs

(HIB) (FFCC)
$6,657,000 $315,000
0% 0%

Not Applicable

Not Applicable

Approx. 18 months
{construction) + 30 years

Approx, 18 months
(construction) + 30 years

N/A

N/A

No prepayment first 10 years
from date of the HIB Note,

Prepayment at any time
without penalty

Nonrecourse

Nonrecourse
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Construction to Permanent Construction to Permanent
Loan Loan

First Second

Origination Fee:

Inspection Fee:

Guaranty /
Guarantor(s}):

Operating Cost
Reserve Account;

Replacement
Reserve Account:

Escrows:

Collateral/Security:

Rent and Income
Requirements:

HIB Loan: $58,285
{payable at the eatlier of loan commitment or foan closing)

$14,952 (payable at the earlier of loan commitment or loan
closing)

Completion guaranty to be provided by:
The Fergus Falls Housing and Redevelopment Authority

Capitalized operating reserve in the amount of $312,213 funded
at initial loan closing from FFCC loan proceeds. The operating
reserve will be held by Minnesota Housing.

Annual replacement reserve deposits will be required in the
amount of $450/unit/annum. The monthly replacement reserve
will be $900. The replacement reserve will be held by
Minnesota Housing.

N/A

Mortgage and Assignment of Rents and Leases for each loan;
UCC-1 Financing Statement on fixtures, personal property,
accounts and equipment.

HiB- SH Homeless

e 24 units with incomes not exceeding 60% MTSP and
rents at 60% MTSP.

¢ Commitment to 18 months {construction) plus 30 years
of affordability from the date of closing.
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HAP or Other
Subsidy Agreement:

Other Occupancy

Requirements:

Other Requirements:

Closing Costs:

Expiration Date:

Additional Terms:

Other Conditions:

Board Approval:

Not a Binding
Contract:

Agenda Itenf®agef97 of 300
Resolution Attachment

FFCC
e 24 units with incomes not exceeding 60% MTSP and
rents at 60% MTSP,
s Commitment to affordability in effect while the loan is
outstanding.

Commitment to 10 years of affordability from the date of loan
closing under the Housing Support Program for 24 units.

e Seven High Priority Homeless (HPH) units for single adults.
e 17 units must serve Other Homeless Households under the
HIB program.

The HIB and FFCC loans are subject to the terms in the attached
Deferred Selection Criteria.

Borrower agrees to pay all closing costs related to the specific
financing referenced in this letter.

This term letter will expire on the earlier of six months from the
date of this letter or loan closing/end loan commitment,

None

¢ Execution of an Access Easement benefiting the
Development subject to Minnesota Housing approval

Commitment of loans are subject to Minnesota Housing’s board
approval and adoption of a resolution authorizing the
commitment of the loans.

This letter is not a commitment to be bound by the Terms in this
letter. The parties expressly agree that this letter does not
create a legally binding agreement. The parties further agree
that the Terms are subject to the Borrower’s ability to obtain all
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necessary financing for the Development, which may include
additional financing from Minnesota Housing not referenced in
this letter,

Please sign this letter and return it to Maggie Nadeau at maggie.nadeau@state.mn.us on or
before 10 business days from date of this letter.

if you have any questions related to this letter, please contact Carrie Weisman at
carrie.weisman@state.mn.us.

We appreciate the opportunity to work with you on your affordable housing development.

Assistanit Commissioner, Multifamily

AGREED AND ACCEPTED BY:
GARITZ GROVE L.L.C,
By: Fergus Falls Housing and Redevelopment

Authority
Its: Manager

By:

Mi}e’i’g. Oson

Its; Executive Director

Date Accepted: ?/gﬁﬁzz
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m M | N N E s o TA Board Agenda Item:7.B
HOUSING Date: 7/21/2022

Item: Approval, Early Forgiveness, Housing Trust Fund (HTF) Loan
- Dale Street Place (fka Redeemer’s Arms), D3065, St. Paul, MN

Staff Contact(s):
Ted Tulashie, 651.296.3119, ted.tulashie@state.mn.us

Request Type:
Approval [J No Action Needed
Motion [ Discussion
Resolution L] Information

Summary of Request:

Staff requests the board adopt a resolution authorizing the early forgiveness of the $5,226,222
Housing Trust Fund (HTF) loan funded with proceeds from Nonprofit Housing (NPH) Bonds. This
forgivable loan was originally scheduled to mature on August 18, 2041. The current loan
balance is $5,226,222.

Fiscal Impact:
Minnesota Housing does not earn interest revenue on this Housing Trust Fund loan. There is no
other fiscal impact to the Agency.

Meeting Agency Priorities:

Improve the Housing System

X

Preserve and Create Housing Opportunities

[l

Make Homeownership More Accessible

X

Support People Needing Services

X

Strengthen Communities

Attachments:

e Background
e Resolution
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Background:

Redeemers Arms, now known as the Dale Street Place, is a 150-unit development located in St.
Paul that was built in 1964. The development was owned by a nonprofit community board and
financed with a U.S. Department of Housing and Urban Development (HUD) Section 202 loan. In
2011, Trellis Co. purchased the building through its subsidiary CHDC Redeemers, LLC.

Current Agency financing on the property includes:

Original
Minnesota | Coment | DRteOf | Maturty | int. | compliance | Restricted. | [ | 0,
Housing Loans Loan (%) (%)
Amount
PARIF $1,500,000 | 8/18/2002 | 8/18/2041 | 0.0% | 8/18/2041 150 80% --
PARIF $1,181,965 | 8/18/2005 | 8/18/2041 | 0.0% | 8/18/2041 150 80% --
HTF-LTH $598,568 8/18/2011 | 8/18/2041 | 0.0% | 8/18/2026 70 50% 60%
HTF (NPH Bond) | $5,226,222 | 8/18/2011 | 8/18/2041* | 0.0% | 8/18/2031 70 50% 60%
*Forgivable

The $5,226,222 HTF loan closed in August 18, 2011, matures in August 18, 2041, and the
minimum compliance period expires in August 18, 2031. The loan helped fund the acquisition
and rehabilitation of the property. Section 2.3 of the Mortgage Note included the following:

If no Event of Default has occurred as of the Maturity Date, then on the Maturity Date, the
Mortgage Note shall be deemed to be forgiven and extinguished and no repayment by
Borrower shall be required.

The loan was funded with a portion of the proceeds of Nonprofit Housing Bonds (State
Appropriation), Series 2011, issued in the principal amount of $21,750,000. Covenants of the
loan include maintaining the nonprofit status of the owner and providing housing for
permanent supportive housing for individuals or families who either:

e Have been without a permanent residence for at least 12 months, or four times in the
past three years, or

e Are at significant risk of lacking permanent residence for 12 months, or at least four
times in last three years

In the 2020 Consolidated RFP, Minnesota Housing selected the development for a new
$4,392,000 Preservation Affordable Rental Investment Fund (PARIF) Program loan based on the
risk of loss of the project-based Section 8 contract due to physical needs. The PARIF loan
selection was to be structured in partnership with the issuance of new tax-exempt bonds from
the City of St. Paul or Ramsey County that would qualify the project for 4% low-income housing
tax credits. The housing tax credits are now estimated to generate approximately $9,300,000 of
proceeds to help support the building rehabilitation.
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Initially, all four existing Agency loans were proposed to be assumed and extended to be
coterminous with the new PARIF loan. Upon further investigation during the underwriting
process, it was identified that the HTF loan was originally funded with proceeds of Nonprofit
Housing Bonds that required continued ownership by a non-profit entity, which is incompatible
with a housing tax credit ownership structure.

After exploring several options to resolve the incompatibility (including reviewing an option to
eliminate the tax credit structure), the developer approached the Agency with a request to
consider early forgiveness of the HTF (NPH Bond) loan, which in turn would allow the tax credit
structure and proposed significant rehabilitation to proceed. Kutak Rock, the agency’s finance
counsel, has provided an opinion that early forgiveness of the HTF loan will not jeopardize the
tax-exempt status of the original bonds.

Staff recommends forgiving the $5,226,222 HTF Loan based on the following:

e The forgiveness will not increase risk to the Agency since the tax-exempt status of the
bonds is expected to remain protected and the building will continue to serve the
intended population;

e There is no reasonable ability for the development to be able to repay the loan;

e The forgiveness is in conjunction with the larger rehabilitation project, which will extend
the affordability of the building;

e There will be no permanent displacement nor loss of affordability as the $598,568
Housing Trust Fund-Long-Term Homelessness (HTF-LTH) loan with the same affordability
restrictions is proposed to be assumed and extended for 30 years (resulting in
approximately 12 years of additional affordability); and,

e The development meets the Agency’s strategic priority of preservation and preserving
federal rent subsidies.

The two remaining PARIF Loans totaling $2,681,965 are now expected to be repaid to the
Agency. The $598,568 HTF-LTH Loan is still proposed to be assumed into the new project, which
is addressed in a separate board action.
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102
RESOLUTION NO. MHFA 22-XX

RESOLUTION APPROVING DEBT FORGIVENESS
HOUSING TRUST FUND (HTF) PROGRAM

WHEREAS, Redeemer’s Arms, a multi-unit housing development, was selected to receive
a Housing Trust Fund (HTF) loan funded with proceeds of Nonprofit Housing (NPH) Bonds by
the Minnesota Housing Board under Resolution MHFA 10-108; and,

WHEREAS, the Agency subsequently provided an HTF loan in the amount of $5,226,222;
and,

WHEREAS, the loan included in this request was structured to be forgiven upon
maturity, if no events of default occurred; and,

WHEREAS, the debt forgiveness is in conjunction with the larger rehabilitation and
preservation project.

NOW THEREFORE, BE IT RESOLVED:
THAT, the Board hereby approves the following:

1. Early forgiveness of the HTF loan in the amount of $5,226,222 effective as of the date of this
resolution.

Adopted this 215t day of July 2022

CHAIRMAN
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Item: Modification, Workforce Housing Development Program
- Twenty08, D8126, Alexandria, MN

Staff Contact(s):
Sara Bunn, 651.296.9827, sara.bunn@state.mn.us

Request Type:
Approval [J No Action Needed
Motion [ Discussion
Resolution [ Information

Summary of Request:
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Board Agenda Item:7.C
Date: 7/21/2022

At the April 22, 2022 board meeting, the City of Alexandria was selected for a deferred loan of
$300,000 under the Workforce Housing Development Program (WHDP) under Resolution No.
22-029. Agency staff recommends the adoption of a resolution to increase the loan amount by

$199,000 for a total WHDP loan of $499,000.

Fiscal Impact:

The Workforce Housing Development Program is funded by state appropriations; neither grants
nor forgivable loans offered under the program earn interest income for the Agency.

Meeting Agency Priorities:
[] Improve the Housing System
Preserve and Create Housing Opportunities
[] Make Homeownership More Accessible
[] Support People Needing Services
Strengthen Communities

Attachment(s):
e Background
e Resolution
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Background:

The Workforce Housing Development Program is a competitive funding program that targets
small to medium-sized communities in Greater Minnesota that have a need for market rate,
rental workforce housing. Grants or forgivable deferred loans are available to finance the
construction of new residential rental properties in communities with proven job growth and
demand for workforce rental housing. In accordance with Minn. Stat. 462A.39, a city is the
applicant and holds the agreement with Minnesota Housing. The city may subsequently
contract with a developer to construct and/or own the project.

The City of Alexandria requested $499,999 in deferred funding from the 2021 WHDP to build a
62-unit new construction apartment building referred to as Twenty08. At the April 21, 2022
board meeting, partial funding was recommended based on limited funding availability, and the
City was awarded $300,000. Due to the recent withdrawal of an application, there are now
program funds available and staff recommends the adoption of a resolution to increase the
loan amount by $199,000 for a total WHDP loan of $499,000 to fully fund the project.

Staff has confirmed that the project does still require the additional funding to move forward
and is consistent with the WHDP requirements.
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 22-029

RESOLUTION APPROVING LOAN AGREEMENT MODIFICATION

WHEREAS, the Board has previously authorized the Workforce Housing Development
Deferred Loan Agreement for the City of Alexandria Twenty08 Project by its Resolution No. 22-
029; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A.39
and Agency’s rules, regulations and policies.

NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to modify the Deferred Loan Agreement
for the indicated development, subject to the revisions noted:

1. The amount of the Workforce Housing Development loan shall be $499,000;

2. All other terms and conditions of the MHFA Resolution No. 22-029 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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m M | N N E s o TA Board Agenda Item: 7.D
HOUSING Date: 7/21/2022

Item: Modification, Preservation Affordable Rental Investment Fund Loan (PARIF) Loan and
Assumption, Housing Trust Fund — Long-Term Homelessness (HTF-LTH) Loan
— Dale Street Place, D3065, St. Paul, MN

Staff Contact(s):
Ted Tulashie, 651.296.3119, ted.tulashie@state.mn.us

Request Type:
Approval [J No Action Needed
Motion [ Discussion
Resolution L] Information

Summary of Request:

At the December 17, 2020 board meeting, the proposed development was selected for a
commitment of deferred funding under the Preservation Affordable Rental Investment Fund
(PARIF) program under Resolution No. 20-064 in the amount of $4,392,000. Agency staff
completed the underwriting and technical review of the proposed development and
recommends the adoption of a resolution:

1. Adoption of a resolution modifying the loan under the Preservation Affordable Rental
Investment Fund (PARIF) program, from $4,392,000 to a maximum of $7,282,000,
modifying Resolution No. 20-064.

2. Adoption of a resolution authorizing assumption of an existing Agency Housing Trust
Fund-Long Term Homelessness (HTF-LTH) loan with a principal balance of $598,568; a
30-year extension of the maturity date; and no imposition of an assumption fee.

All commitments are subject to the terms and conditions of the Agency term letter.

Fiscal Impact:

the Agency will not earn interest revenue on this loan. The PARIF loan is funded by state
appropriations has no interest expense to the Agency. The Agency will earn a construction

oversight fee on the loan.

Meeting Agency Priorities:

X

Improve the Housing System

X

Preserve and Create Housing Opportunities

U

Make Homeownership More Accessible

X

Support People Needing Services

X

Strengthen Communities
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Attachments:

e Development Summary
e Resolutions
e Resolution Attachment: Term Letter
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DEVELOPMENT SUMMARY

SECTION I: PROJECT DESCRIPTION AND RECOMMENDATIONS

Project Information

z:‘r:rpme"t Dale Street Place D#3065 | M#18398
Address 313 Dale Street North

City St. Paul County Ramsey

Date of Selection | December 17, 2020 Region Metro

A.

Project Description and Population Served

Dale Street Place is the renovation and preservation of a partial project-based Section 8
development at risk of loss due to critical physical needs.

The development involves the acquisition/substantial rehabilitation of 150 units in St. Paul
consisting of a four-story elevator building with units ranging from efficiency to 1-bedroom.
The property is occupied.

The development will provide permanent supportive housing for people with disabilities
(PWD), primarily with mental iliness. The project has 76 units for households that meet the
high priority homeless (HPH) criteria, and 23 units for households that meet the PWD
criteria.

The development will serve households with incomes that range from 30% to 50%
Multifamily Tax Subsidy Projects (MTSP) limits.

112 units will be deeply affordable to households at 30% MTSP.

o 92 units will benefit from Project-based Section 8 Voucher rental assistance from the
Metropolitan Council Housing and Redevelopment Authority (Metro HRA)

o 20 units will benefit from Housing Support income supplement through Ramsey
County

The development will be a 100% housing tax credit property with a 40-year Land Use
Restrictive Agreement (LURA).

B. Mortgagor Information

Ownership Entity:

Dale Street Limited Partnership

Sponsor: Trellis Co.

General

Partner(s)/ Trellis Dale Street GP LLC
Principal(s):

Guarantor(s):

N/A
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C. Development Team Capacity Review
The sponsor, Trellis Co., has the experience and capacity to complete the project. It has
partnered with a processing agent, Mahoney Development Services. The developer has
previously utilized deferred loans and tax credits with proven success.

Agenda Item: 7.D

Development Summary

Trellis Management Co. formerly known as BDC Management Co. was established in 1989 and
currently has 44 developments with a total of 3,146 units. The property management company
has the capacity to manage this development.

The service provider, Simpson Housing, has extensive experience providing supportive housing
services to the HPH/PWD residents.

Blumentals/Architecture Inc. is the architect and Frerichs Construction Company is the general
contractor. Both have the capacity to effectively design and construct the project.

The sponsor, Trellis Co. is a non-profit organization led by a woman executive
director/president.

D. Current Funding Request

Loan Amort Construction/
Program | Source Amount IR | MIP Term / Cash
Type End Loan
Flow
Deferred | PARIF | APPOPT 1«7 582000 | 20 | nya [ APPTOX-30 1y | Construction
iations. % years* to Permanent
Approx. 30 Existing loan
Def d 0.0
ererre HTF-LTH | Existing | $598,568 N/A | year No being assumed
Loan % . .
extension and modified

*Term of loans will be co-terminus with existing U.S. Department of Housing and Urban
Development (HUD) loan.

PARIF loan with interest anticipated to be 0% but up to 1% interest allowed, if requested.

The original PARIF selected loan amount was $4,392,000.

A request to increase the PARIF loan by $2,890,000 for a total PARIF loan of $7,282,000
is being recommended by staff. Refer to Section E for further details.

Approval of extension and modification of existing HTF-LTH loan:

An existing Agency deferred HTF-LTH loan at a principal balance of $598,568 will be
assumed, subordinated, and extended to be co-terminus with the new Agency loan.

The current Minimum Affordability Period expires August 18, 2041, and will be extended
to match the new loan maturity.

Because assumption of the loan is occurring in conjunction with new financing and the
assessment of oversight fees, no assumption fee will be imposed.
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E. Significant Changes Since Date of Selection
The project experienced a significant funding gap of which approximately $3.5 million is
attributable to higher-than-expected construction bids caused by supply chain disruptions and
an increased rehab scope of work.

In addition, the equity provider, Enterprise, is requiring a significant increase in the reserves to
adequately fund the Supportive Housing services operations. The additional gap was realized by
a $600,000 increase to acquisition costs and the elimination of the proposed assumption of
several existing Minnesota Housing loans. Two existing PARIF loans in the amount of
$1,500,000 and $1,181,965 for a total of $2,681,965 will be repaid to the Agency.

The increase was partially offset with increased equity proceeds, additional developer capital
contribution, interim income during rehab, and a seller note. Staff recommends a $2,890,000
million increase to the new Minnesota Housing PARIF loan to fill the remaining gap.
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SECTION II: FINAL SOURCES AND USES; FINANCING DETAILS

A. Project Uses

Description Amount Per Unit
Acquisition or Refinance $11,600,000 S 77,333
Construction Costs $ 9,904,297 S 66,029
Environmental Abatement S 25,000 S 167
Professional Fees $ 1,292,155 S 8,614
Developer Fee $ 2,300,000 S 15,333
Financing Costs $ 1,284,828 S 8,566
Total Mortgageable Costs $26,406,279 S 176,042
Reserves $ 1,928,600 S 12,857

Total Development Cost $28,334,880 S 188,899

B. Permanent Capital Sources

Description Amount Per Unit

Permanent Mortgage S 0 S 0
General Partner Capital Contribution S 455,782 S 3,039
HTC Equity Proceeds (Enterprise) $ 9,330,942 S 62,206
Agency Deferred Funding (PARIF) $ 7,282,000 S 48,547
MHFA HTF-LTH S 598,568 S 3,990
HUD Flexible Subsidy Note S 2,198,243 S 14,655
City of St. Paul S 1,000,000 S 6,667
Interim Income S 353,465 S 2,356
Seller Loan S 5,776,224 S 38,508
Rebates S 189,656 S 1,264
Deferred Developer Fee S 1,150,000 S 7,667
Total Permanent Financing $28,334,880 S 188,899

C. Financing Structure
e The City of St. Paul has committed $1,000,000 in Community Development Block Grant
(CDGB) funds.

e The City of St. Paul will provide approximately $14,910,000 of tax-exempt volume cap
limited bonds to qualify the project for the 4% housing tax credits. The bonds will be
administered by US Bank. The City of St. Paul will administer the 4% housing tax credits.



D. Cost Reasonableness

e The budgeted total development cost (TDC) per unit of approximately $189,000 is 10%
below the $209,461 predictive model estimate, which is within the 25% threshold range and
does not require board approval.
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SECTION Ill: UNDERWRITING

A. Rent Grid
Rent Limit Income
. (% of Limit (%, of | Rental Assistance
Unit Type Number Net Rent* MTSP or MTSP or Source
AMI) AMI)
0 BR-HPH 26 S 888 | 50% MTSP | 30% MTSP | Sect 8 HAP
0 BR 10 S 888 | 50% MTSP | 30% MTSP | Sect 8 HAP
0 BR-HPH 32 S 934 | 50% MTSP | 30% MTSP | Sect 8 HAP
0 BR-PWD 20 S 891 | 50% MTSP | 30% MTSP | Housing Support
O BR 21 S 474 | 50% MTSP | 50% MTSP
1BR 7 S 816 | 50% MTSP | 50% MTSP
1BR 10 S 842 | 50% MTSP | 50% MTSP
1 BR-PWD 3 S 1,058 | 50% MTSP | 30% MTSP | Sect 8 HAP
1BR 3 S 1,058 | 50% MTSP | 30% MTSP | Sect 8 HAP
1 BR-HPH 18 S 1,058 | 50% MTSP | 30% MTSP | Sect 8 HAP

*Net Rents are the underwriting rents and are net of a utility allowance. The underwriting rents
may not reflect the maximum rent limits.

B. Feasibility Summary
All projects are underwritten within the Agency’s underwriting guidelines unless a modification
is approved by the Mortgage Credit Committee. This includes management and operating
expenses, vacancy rate, rent and income inflators, and annual replacement reserve
contributions. Projects also undergo a sensitivity analysis on property operations to further
enhance underwriting.

e The project maintains positive cash flow for 15 years.

e The project was underwritten at 5% vacancy, with 1.7% income and 3% expense

inflators.

e Rental assistance

o 92 units benefit from a Section 8 HAP contract rental assistance with Metro HRA

renewed to 12/31/2033.

o 20 units additional units benefit from Housing Support rental assistance.
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MINNESOTA HOUSING FINANCE AGENCY

400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 20-064

RESOLUTION APPROVING MORTGAGE LOAN COMMITMENT MODIFICATION
PRESERVATION AFFORDABLE RENTAL INVESTMENT FUND (PARIF) PROGRAM

WHEREAS, the Board has previously authorized a commitment for the Dale Street Place
development by its Resolution No. 20-064; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A
and the Agency’s rules, regulations, and policies, and;

WHEREAS, Agency staff has determined that there are increased development costs.
NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to modify the commitment for the
indicated development, subject to the revisions noted:

1. The PARIF loan shall not exceed $7,282,000.

2. All other terms and conditions of Minnesota Housing Resolution No. 20-064 remain in
effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX

RESOLUTION APPROVING LOAN ASSUMPTION
HOUSING TRUST FUND — LONG-TERM HOMELESSNESS (HTF-LTH) PROGRAM

WHEREAS, the Minnesota Housing Finance Agency (Agency) has received a request to
allow the assumption and modification of a Housing Trust Fund — Long-Term Homelessness
(HTF-LTH) Loan for a multiple unit housing development occupied by persons and families of
low income, as follows:

Name of Development: Dale Street Place

Assumption Entity: Dale Street Limited Partnership
Sponsor: Trellis Co.

Location of Development: St. Paul, MN

Number of Units: 150

Original Amount of HTF-LTH loan: $598,568

Current Balance of HTF-LTH loan: $598,568

WHEREAS, Agency staff has determined that the application is eligible for assumption
under the HTF-LTH loan Combination Mortgage, Security Agreement, and Fixture Financing
Statement; and

WHEREAS, the HTF-LTH loan on the above property has a maturity date of August 18,
2041; and

WHEREAS, the assumption is in conjunction with the larger rehabilitation and
preservation project.

NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to facilitate the loan modification and
assumption of the HTF-LTH loan under the following terms and conditions:

1. Agency staff may allow the assumption of the HTF-LTH loan at a current balance of
$598,568 by Dale Street Limited Partnership; and
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2. The interest rate of the loan shall remain at 0%; and

3. The HTF-LTH loan shall be extended for a term of approximately 30 years from the date
of closing; and

4. No assumption fee shall be required; and

5. All other provisions of the loan agreement currently in place remain in force and effect.

Adopted this 215t day of July 2022

CHAIRMAN
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400 Wabasha Street North, Suite
400 St. Paul, MN 55102
MINNESOTA © 800.657.3769
F:651.296.8139| TTY:
H o U s I N G 651.297.2361

www.mnhousing.gov

July 6, 2022

Elizabeth Flannery

Trellis Company

614 North 1st Street, Suite 100
Minneapolis, MN 55401

RE: Term Letter
Dale Street Place, St. Paul
Development #D3065, Project # M18398

Dear Elizabeth Flannery:

Minnesota Housing Finance Agency (“Minnesota Housing”) staff has approved your request for
a loan or loans subject to the terms and conditions contained in this letter (the “Terms”). The
Terms are subject to Minnesota Housing’s Board of Directors’ approval and meeting all
underwriting standards, delivery of required due diligence items, satisfactory loan
documentation and other loan closing requirements. The Terms do not constitute a commitment
to lend on the part of Minnesota Housing and relate only to the specific financing referenced in
this letter.

Borrower: A single asset entity: Dale Street Limited Partnership
General Partner(s) Trellis Dale Street GP LLC
Development Acquisition and rehabilitation of a 150-unit affordable housing

Description/Purpose:  development located in St. Paul, Minnesota

Preservation Affordable Rental Investment Fun
Program eservatio o da(l;:thle:) a estment Fund
Loan Amount $7,282,000
Interest Rate 0%
Mortgage Insurance Premium (%) Not Applicable
Term Approx. 30 years to be co-terminus with HUD loan
Amortization /Repayment Deferred lump sum payment due at maturity
Prepayment Provision Prepay at any time without penalty.
Nonrecourse or Recourse Nonrecourse
Construct!on to.Permanent 2l Construction to Permanent Loan
Construction Bridge Loan or End Loan
Lien Priority Second
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Origination Fee:
Inspection Fee:
Guaranty /
Guarantor(s):

Operating Cost
Reserve Account:

Replacement
Reserve Account:

Other Reserves
Account:

Escrows:

Collateral/Security:

Agenda ltem: 7.D
Resolution Attachment

N/A

$22,510 (payable at the earlier of loan commitment or loan
closing)

Not applicable

Capitalized operating reserve in the amount of $728,600 funded
after construction completion anticipated from equity
installments. The operating reserve will not be held by
Minnesota Housing.

Capitalized replacement reserve in the amount of $250,000
funded after construction completion from equity installment
after completion of rehab.

Monthly replacement reserve deposits will be required in the
amount of $350/unit/annum. The monthly replacement reserve
will be $4,375.

The replacement reserve will be held by Minnesota Housing.

Capitalized expense coverage reserve in the amount of
$350,000 funded after construction completion from equity
installments.

Capitalized Supportive Services reserve in the amount of
$600,000 funded after construction completion from equity
installments

These reserve accounts will not be held by Minnesota Housing.
Not applicable

Mortgage and Assignment of Rents and Leases for each loan;

UCC-1 Financing Statement on fixtures, personal property,
accounts and equipment.
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Rent and Income PARIF
Requirements: e 150 units with incomes not exceeding 80% MTSP and
rents at 80% MTSP.
e Commitment to 30 years of affordability from the date
of loan closing.

HAP or Other e Commitment to 30 years of affordability from the date
Subsidy Agreement: of loan closing (to match loan maturity) under the HAP
Program for 92 units.

e Commitment to 10 years of affordability from the date
of loan closing under the Housing Support Program.
Other Occupancy Not Applicable

Requirements:

Other Requirements:  The PARIF loan is subject to the terms in the attached Deferred
Selection Criteria.

The PARIF mortgagor will enter into an agreement with the
Agency that complies with Minn. Stat. § 462A.21 and the
requirements and/or rider to the appropriation providing funds
for the given year.

Closing Costs: Borrower agrees to pay all closing costs related to the specific
financing referenced in this letter.

Expiration Date: This term letter will expire on the earlier of six months from the
date of this letter or loan closing/end loan commitment.

Additional Terms: Not applicable

Other Conditions: Assumption of the $598,568 HTF-LTH loan is also approved.
The loan will be subordinated and extended to be co-terminus
with the new PARIF loan. The assumption is conditioned upon:

o Affordability and all other requirements of the HTF-HPH
loan will be extended through the new term of the loan

Board Approval: Commitment of all loans are subject to Minnesota Housing’s
board approval and adoption of a resolution authorizing the
commitment of the loans.

Not a Binding This letter is not a commitment to be bound by the Terms in this
Contract: letter. The parties expressly agree that this letter does not
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create a legally binding agreement. The parties further agree
that the Terms are subject to the Borrower’s ability to obtain all
necessary financing for the Development, which may include
additional financing from Minnesota Housing not referenced in
this letter.

Please sign this letter and return it to Adam Himmel at adam.himmel@state.mn.us on or before
10 business days from date of this letter.

If you have any questions related to this letter, please contact Ted Tulashie at
ted.tulashie@state.mn.us.

We appreciate the opportunity to work with you on your affordable housing development.

Sincerely,

James Lehnhoff
Assistant Commissioner, Multifamily

AGREED AND ACCEPTED BY:

DALE STREET LIMITED PARTNERSHIP

By: Trellis Dale Street GP LLC
General Partner

By:

Elizabeth Flannery, President

Date Accepted:
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Item: Commitment Extension, Housing Infrastructure Bond (HIB) Loans — RD Portfolio:

- D8170, City Centre Apartments, Pine Island

- D8169, Heather Court Apartments, Owatonna

- D5824, Malmquist Estates, Red Wing

- D6106, North States Apartments & BR Properties, Waseca
- D8173, Pine West & Springhaven, Cold Spring

- D8191, Riverside & Hillside Apartments, Watertown

- D8172, Town Edge Estates, Gaylord

Staff Contact(s):
Tom Anderson, 651.296.8161, tom.anderson@state.mn.us
Susan Thompson, 651.296.9878, susan.thompson@state.mn.us

Request Type:
Approval [0 No Action Needed
Motion L] Discussion
Resolution I Information

Summary of Request:

At the July 25, 2019 Minnesota Housing board meeting, the proposed seven developments
(collectively, the RD Portfolio) were selected for deferred funding under the Housing
Infrastructure Bond (HIB) program in an amount of $12,095,670. The commitments were
extended pursuant to Board Delegation No. 009 and currently expire July 24, 2022.

Staff recommends an extension of the funding commitment to July 31, 2023 to allow time for
final processing and closing of the loans.

Fiscal Impact:

Certain loans will earn interest revenue for the Agency. As the debt service on the HIBs issued
to finance the HIB loans is paid via state appropriations, there is no interest expense to the
Agency. The Agency will also earn certain fee income in conjunction with the loans.

Meeting Agency Priorities:
Improve the Housing System
Preserve and Create Housing Opportunities
[0 Make Homeownership More Accessible
] Support People Needing Services

Strengthen Communities
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e Background
e Resolutions
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Background:
The RD Portfolio involves the acquisition, renovation, and preservation of 10 properties consisting
of 243 affordable units located in seven Greater Minnesota communities. With this preservation
initiative, the RD Portfolio will continue to provide affordable rental housing that will serve
households comprised of families, singles, and seniors. As part of this project, the U.S. Department
of Agriculture Rural Development (USDA RD) has agreed to provide rental assistance to an
additional 57 units so that 241 of the 243 units will benefit from project-based rental assistance.
Each property will be renovated to address critical physical needs that will help preserve the
physical assets for 30 years.

The sponsor, Southwest Minnesota Housing Partnership (SWMHP), is acquiring the 10-property
portfolio in a single transaction from a common owner. The RD Portfolio was originally submitted
as a single, non-tax credit project funded with one large cross-collateralized Agency deferred loan
on the 10 properties; however, the cross-collateralized structure was not permitted by USDA RD,
which holds 10 individual mortgages on the 10 properties. Therefore, the 10-property portfolio
was restructured into seven separate developments. Six of the properties are located within three
cities and were able to be consolidated into 3 developments . A benefit of this city-based structure
is that it is now also acceptable to tax credit syndicators as a tax credit investment. The RD
Portfolio will be structured as a multi-asset, seven project tax credit development owned under a
single limited partner entity and subject to a single limited partnership agreement. The
transaction, however, includes seven separate sets of loan documents and each transaction will be
treated as a separate closing although they must close at the same time.

On July 25, 2019, the Minnesota Housing board approved the selection of the seven developments
for up to $12,095,670 of loans under the Housing Infrastructure Bond (HIB) program. The entire
amount of the HIB loans is financed with proceeds from a 2019 issuance of Tax-Exempt volume
limited bonds HIBs.

At the October 28, 2021 board meeting, the HIB loan amounts were modified resulting in an
overall increase of $124,280 across the portfolio to $12,219,950. At that same meeting, a waiver
to Article 8(a) of the 2019 QAP that limits issuing private activity bonds to no more than 53% of
the aggregate basis and the corresponding limit that was included in the 2019 resolution for three
of the developments was approved.

While the combined transaction has proven more complex than anticipated, the purpose of
preserving 243 occupied rental units that are deeply affordable in Greater Minnesota remains.
Over the course of this project review, USDA RD has restructured their review processes; the
construction materials and labor market continue to be volatile, and each property still requires its
own set of due diligence reviews. Collectively, these items have lengthened the time period to
complete the structuring and closing process.

Progress has been made on several fronts. Due diligence items are being collected, loan
documents are being drafted and reviewed, and staff are working to finalize negotiations with
USDA RD. The goal is to close all seven developments in 2022, but a twelve month extension is
requested to allow for other unforeseen delays.



Page 124 of 300
Agenda ltem: 7.E
Background

While not part of this action request, staff anticipates a $600,000 funding gap due to changes in
the construction and labor market. The final reviews for that funding gap were not complete
before the current commitments are set to expire. Action on this extension does not constitute
action on any funding amount changes, but staff is requesting the extension so that we may
continue work on this project.

Commitment extensions have previously been approved pursuant to Board Delegation No. 009
per Resolution No. MHFA 18-021 and expires on July 24, 2022. In accordance with that board
delegation, the total extension period must not exceed 24 months. The ability to further extend
the closing deadline under the delegated authority has been exhausted. Staff is seeking board
approval for the current extension request to July 31, 2023.
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XXX
Modifying Resolution No. MHFA 19-040 and MHFA 21-057

RESOLUTION APPROVING MORTGAGE COMMITMENT EXTENSION
HOUSING INFRASTRUCTURE LOAN (HIB) LOAN
WHEREAS, the Board has previously authorized a commitment for the City Centre

Apartments development herein named by its Resolution No. 19-040; and

WHEREAS, the Board authorized a modification to that commitment by its Resolution No.
21-057; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A and
Agency’s rules, regulations and policies; and

WHEREAS, Agency staff have determined that additional time is needed to complete
processing and closing of the transaction.
NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to modify the commitment for the
indicated development, subject to the revisions noted:

1. The deadline to close established by MHFA Resolution No. 19-040 was extended
pursuant to Board Delegation No. 009 per Resolution No. MHFA 18-021 to July 24,
2022. The deadline to close is hereby extended to July 31, 2023; and

2. All other terms and conditions of the MHFA Resolution No. 19-040 Resolution No. 21-
057 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 19-045 and MHFA 21-058

RESOLUTION APPROVING MORTGAGE COMMITMENT EXTENSION
HOUSING INFRASTRUCTURE LOAN (HIB) LOAN
WHEREAS, the Board has previously authorized a commitment for the Heather Court

Apartments development herein named by its Resolution No. 19-045; and

WHEREAS, the Board authorized a modification to that commitment by its Resolution No.
21-058; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A and
Agency’s rules, regulations and policies; and

WHEREAS, Agency staff have determined that additional time is needed to complete
processing and closing of the transaction.

NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to extend the commitment for the
indicated development, subject to the revisions noted:

1. The deadline to close established by MHFA Resolution No. 19-045 was extended

pursuant to Board Delegation No. 009 per Resolution No. MHFA 18-021 to July 24,
2022. The deadline to close is hereby extended to July 31, 2023; and

2. All other terms and conditions of MHFA Resolution No. 19-045 and Resolution No. 21-
058 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XXX
Modifying Resolution No. MHFA 19-041 and MHFA 21-059

RESOLUTION APPROVING MORTGAGE COMMITMENT EXTENSION
HOUSING INFRASTRUCTURE LOAN (HIB) LOAN

WHEREAS, the Board has previously authorized a commitment for the Malmquist Estates
development herein named by its Resolution No. 19-041; and

WHEREAS, the Board authorized a modification to that commitment by its Resolution No.
21-059; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A and
Agency’s rules, regulations and policies; and

WHEREAS, Agency staff have determined that additional time is needed to complete
processing and closing of the transaction.
NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to extend the commitment for the
indicated development, subject to the revisions noted:

1. The deadline to close established by MHFA Resolution No. 19-041 was extended
pursuant to Board Delegation No. 009 per Resolution No. MHFA 18-021 to July 24,
2022. The deadline to close is hereby extended to July 31, 2023; and

2. All other terms and conditions of MHFA Resolution No. 19-041 and Resolution No. 21-
059 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA HOUSING FINANCE AGENCY

400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 19-043 and MHFA 21-060

RESOLUTION APPROVING MORTGAGE COMMITMENT EXTENSION
HOUSING INFRASTRUCTURE LOAN (HIB) LOAN
WHEREAS, the Board has previously authorized a commitment for the North States

Apartments & BR Properties development herein named by its Resolution No. 19-043; and

WHEREAS, the Board authorized a modification to that commitment by its Resolution
No. 21-060; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A
and Agency’s rules, regulations and policies; and

WHEREAS, Agency staff have determined that additional time is needed to complete
processing and closing of the transaction.

NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to extend the commitment for the
indicated development, subject to the revisions noted:

1. The deadline to close established by MHFA Resolution No. 19-043 was extended
pursuant to Board Delegation No. 009 per Resolution No. MHFA 18-021 to July 24,
2022. The deadline to close is hereby extended to July 31, 2023; and

2. All other terms and conditions of MHFA Resolution No. 19-043 and Resolution No.
21-060 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 19-033 and MHFA 21-061

RESOLUTION APPROVING MORTGAGE COMMITMENT EXTENSION
HOUSING INFRASTRUCTURE LOAN (HIB) LOAN

WHEREAS, the Board has previously authorized a commitment for the Pine West &
Springhaven development herein named by its Resolution No. 19-033; and

WHEREAS, the Board authorized a modification to that commitment by its Resolution No.
21-061; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A and
Agency’s rules, regulations and policies; and

WHEREAS, Agency staff have determined that additional time is needed to complete
processing and closing of the transaction.
NOW THEREFORE, BE IT RESOLVED.:

THAT, the Board hereby authorizes Agency staff to extend the commitment for the
indicated development, subject to the revisions noted:

1. The deadline to close established by MHFA Resolution No. 19-033 was extended
pursuant to Board Delegation No. 009 per Resolution No. MHFA 18-021 to July 24, 2022.
The deadline to close is hereby extended to July 31, 2023; and

2. All other terms and conditions of MHFA Resolution No. 19-033 and Resolution No. 21-
061 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 19-042 and MHFA 21-062

RESOLUTION APPROVING MORTGAGE COMMITMENT EXTENSION
HOUSING INFRASTRUCTURE LOAN (HIB) LOAN
WHEREAS, the Board has previously authorized a commitment for the Riverside &

Hillside Apartments development herein named by its Resolution No. 19-042; and

WHEREAS, the Board authorized a modification to that commitment by its Resolution
No. 21-02; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A
and Agency’s rules, regulations and policies; and

WHEREAS, Agency staff have determined that additional time is needed to complete
processing and closing of the transaction.
NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to extend the commitment for the
indicated development, subject to the revisions noted:

1. The deadline to close established by MHFA Resolution No. 19-042 was extended
pursuant to Board Delegation No. 009 per Resolution No. MHFA 18-021 to July 24,
2022. The deadline to close is hereby extended to July 31, 2023; and

2. All other terms and conditions of MHFA Resolution No. 19-042 and Resolution No.
21-062 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX
Modifying Resolution No. MHFA 19-044 and MHFA 21-063

RESOLUTION APPROVING MORTGAGE COMMITMENT EXTENSION
HOUSING INFRASTRUCTURE LOAN (HIB) LOAN
WHEREAS, the Board has previously authorized a commitment for the Town Edge

Estates development herein named by its Resolution No. 19-044; and

WHEREAS, the Board authorized a modification to that commitment by its Resolution
No. 21-063; and

WHEREAS, the development continues to be in compliance with Minn. Stat. ch. 462A
and Agency’s rules, regulations and policies; and

WHEREAS, Agency staff have determined that additional time is needed to complete
processing and closing of the transaction.
NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to extend the commitment for the
indicated development, subject to the revisions noted:

1. The deadline to close established by MHFA Resolution No. 19-044 was extended
pursuant to Board Delegation No. 009 per Resolution No. MHFA 18-021 to July 24,
2022. The deadline to close is hereby extended to July 31, 2023; and

2. All other terms and conditions of MHFA Resolution No. 19-044 and Resolution No.
21-063 remain in effect.

Adopted this 215t day of July 2022

CHAIRMAN
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Item: Final Loan Approval, Limited Partner Buy Out Loan
Hoffman Place, D6234, White Bear Lake, MN

Staff Contact(s):
Tresa Larkin, 651.284.3177, tresa.larkin@state.mn.us

Request Type:
Approval [J No Action Needed
Motion [ Discussion
Resolution L] Information

Summary of Request:
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Staff has completed the underwriting and technical review of the proposed development and
recommends the final approval and adoption of a resolution authorizing the issuance of a
Limited Partner Buy Out Loan in the amount of up to $821,333, subject to the terms and

conditions of the Agency term letter.

Fiscal Impact:

Limited Partner Buy Out loans are funded from Housing Investment Fund (Pool 2) resources. As
such, Minnesota Housing will earn interest income on the loan without incurring financing
expenses. Minnesota Housing will earn additional fee income from originating the loan for this

project.

Meeting Agency Priorities:
Improve the Housing System
Preserve and Create Housing Opportunities
[J Make Homeownership More Accessible
[J] Support People Needing Services
Strengthen Communities

Attachment(s):

e Background

e Development Summary

e Resolution

e Resolution Attachment: Term Letter
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BACKGROUND

At the October 19, 2017 meeting, the Minnesota Housing board reviewed a request for Concept
Approval for Limited Partner Buy Out Loans and voted unanimously to approve the new lending
option. The limited partner buy out loans were designed to be used by owners of affordable
rental properties to buy out the interests of exiting investor limited partners in low-income
housing tax credit projects, helping to position the property for long term preservation of
affordability.

General terms that were approved in 2017 included the following:
e Funds would be available to facilitate the exit of an investor limited partner.
e Eligible borrowers must have an existing loan from Minnesota Housing and would be
encouraged utilize a new Minnesota Housing first mortgage to pay off both the
outstanding debt and the buy-out loan.

Loan Terms:
Term: Up to 24 month balloon; interest payments due monthly
Interest: Fixed rate, interest only
Security: Mortgage recorded against the property in last lien position
Fees: Origination fee of 1% of loan amount
Guaranty: Personal guaranty from remaining investor partners for full loan
amount
Loan Capped at 87% LTV based on existing first mortgage payoff plus new
Amount: loan amount
Prepayment: | Loan may be prepaid without penalty at any time

Following the approval in 2017, only two loans have closed using the limited partner buy out
loan product as approved at that time. No owners have used the limited partner buy out loan
product in the last three years.

Agency staff has now received three requests for limited partner buy out loan funds. Based on
the nature of these specific transactions, current market conditions, and other factors
considered during underwriting, the waiver or modification of several of the originally approved
loan terms are recommended for these transactions. These waivers are detailed in the
Development Summary with each agenda item.

The original loan terms that were presented in 2017 are generally more restrictive than the
terms being utilized for underwriting of the current transactions. Given the small number of
transactions, staff does not recommend changing the terms of the lending product at this time.
Lending terms may be reassessed in the future depending on activity in this product line and
future market conditions.
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DEVELOPMENT SUMMARY

SECTION I: PROJECT DESCRIPTION AND RECOMMENDATIONS

Project Information
Development
Hoffman Place D#6234 M#20566
Name
Address 3656 Hoffman Place
City White Bear Lake County Ramsey
Date of Selection | 6/29/2022 Region Metro

A. Project Description and Population Served

Hoffman Place has 60 units in a 4-story elevator building with units ranging from one to
three bedrooms located in White Bear Lake.

The development provides general occupancy and workforce housing for family and single
households.

The project was built in 2009/2010 using housing tax credits (HTC), an Agency Low and
Moderate Income Rental (LMIR) first mortgage financing (non HUD Risk Sharing) with a 17-
year term and 30-year amortization, Agency Flexible Financing for Capital Costs (FFCC)
financing and other subordinate debt.

The project owner has been negotiating with the HTC investor limited partner, WNC, to buy
out the limited partner owner position. The parties have agreed to the purchase price of
$660,000 if the payoff can occur by August 31, 2022.

In addition to the limited partner buyout, Borrower has requested, and Agency staff
recommends, the payoff of the existing $100,000 subordinate debt in favor of Family
Housing Fund and the Ramsey County Housing and Redevelopment Authority (HRA) loan in
the amount of $61,333 at this time.

A LMIR refinance loan request is anticipated to follow in 2027 which will include pay off
(refinance) of the existing LMIR first mortgage, payoff of the FFCC loan, pay off of the City
loan and pay off of the limited partner buy out loan. We anticipate a refinanced loan
amount of approximately $4.4MM which is sufficient to retire all existing debt and address
capital needs with a vision toward long-term preservation.

. Mortgagor Information

Ownership Entity: | WBL Hoffman Place, LLC

Sponsor: Sand Companies

Managing
Member:

WBL Housing Group, LLC
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C. Development Team Capacity Review

Sand Companies, Inc., has completed over 1,100 units of affordable housing that are of similar
size and scope to the proposed development. MN Housing staff has rated this developer as
acceptable.

Sand Property Management, LLC was established in 2011. They are a subsidiary of Sand
Companies, Inc., who has been managing properties since 1996. They currently have 38
developments, with a total of 1,666 units.

Sand Property Management, LLC is a woman-owned business enterprise. Their current portfolio
consists of Section 8, housing tax credits, HOME, LMIR and supportive housing. The asset
management average evaluation ratings were good to excellent and average occupancy has
been 95%. Sand has the capacity to continue to manage this development.

D. Current Funding Request

Li .
Loan Type Source | Amount IR Term Amort | Recourse .Ier_I e, L
Priority | End Loan
Approx.
Amortizing, o, | 5Yrs End Loan/
Subordinate Pool 2 | $821,333 | 4.50% October 30 N 4 Immediate
2027

e Limited Partner and subordinate debt buyout loan of up to $821,333 to be funded with
Housing Investment Funds (Pool 2) with a 4.50% fixed interest rate with a term of
approximately 5 years, to be coterminous with the existing Agency debt due October 2027.

e This approval provides consent by the Agency to allow the additional debt to be added
behind our existing debt to the borrower.

e The loan will be closed and funded immediately at the time of closing.

m

. Waiver(s)

The concept for making limited partner buy out loans was approved by the Agency Board in

October 2017. While no guide or handbook has been created to further specify the lending

criteria for limited partner buy out loans, the following items differ from those originally

presented to Board:

e Use of funds — this loan will pay off both the Limited Partner and a portion of the
subordinate debt.

e Term —the term of this loan will be approximately 5 years to be coterminous with the
existing Agency debt rather than 24 months. This will make the future refinance at first
mortgage maturity rather than forcing a premature refinance for the property.



Page 137 of 300
Agenda Iltem: 7.F
Development Summary

e Repayment Term — this loan will make amortizing payments based on a 5-year term and 30-
year amortization rather than be interest only. This brings the principal of the loan back to
the Agency earlier than under the original program concept and earns interest income for
the Agency.

e Origination Fee —the origination fee has been structured using the standard LMIR
calculation rather than a flat 1% of the loan amount fee. Since this loan will be structured as
an amortizing loan, adding a minimum fee per LMIR standards is appropriate.

e Guaranty — the strong operations of this project indicate that a guaranty is not necessary to
secure this loan. Given the projected debt service coverage ratio and the cash flow, a
guaranty would not significantly improve the Agency security.

SECTION II: FINAL SOURCES AND USES; FINANCING DETAILS

A. Project Uses

Description Amount Per Unit
Limited Partner Buy Out S 660,000 S 11,000
Family Housing Fund Pay Off S 100,000 S 1,667
Ramsey County Pay Off S 61,333 S 1,022
Professional/Financing Fees S 45,000 S 750
Total Development Cost S 866,333 S 14,439

B. Permanent Capital Sources

Description Amount Per Unit
Buy Out Loan S 821,333 S 13,689
General Partner Cash S 45,000 S 750
Total Permanent Financing S 866,333 S 14,439

C. Financing Structure

e This limited partner buy out loan will replace the exiting limited partner and pay off the
existing Family Housing Fund loan and Ramsey County HRA loan.

e This new loan will be placed in last lien position behind only Agency and City debt with a
clear path to refinance and pay off all subordinate debt when loans come due in 2027.

e Loan proceeds used to pay off limited partner and subordinate debt; general partner cash
will cover all professional and financing fees.

SECTION IlI: UNDERWRITING

A. Rent Grid
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Rent Limit Income Limit

Unit Type Number Net Rent* (% of MTSP (%, of MTSP
or AMI) or AMI)
1BR 6 S 1,137 | 60% MTSP 60% MTSP
2BR 39 S 1,360 | 60% MTSP 60% MTSP
3BR 15 S 1,566 | 60% MTSP 60% MTSP

*Net Rents are the underwriting rents and are net of a utility allowance. The underwriting rents
may not reflect the maximum rent limits.

e Subject rents are between $44 (1BR) and $70 (3BR) under the maximum allowable 60% rent
limits.

e No rent and income restrictions are associated with this loan. The property must continue
to comply with all rent and income requirements associated with existing financing.

B. Feasibility Summary

Loan to value of the limited partner buy out loan is just 9% based on 2021 taxable value
per the county tax records. Total loan to value of all debt that will remain post-closing of
the limited partner buy out loan is 46%; leaving ample room for underwriting the
refinance at maturity.

The property demonstrates a 2.41 Debt Service Coverage Ratio (DSCR) including the
existing LMIR loan as well as the payment of this new loan with strong cashflow at the
project.

Replacement reserves are currently being held by the Agency and will continue to be
held by the Agency upon closing of this loan. Deposits are and will continue to be made
at the standard amount of $450/Per Unit Per Annum (PUPA). All required maintenance
and repairs are completed at the project in a timely manner, and the project has
sufficient reserves to handle capital improvements.

Vacancy is being underwritten at 5%. This is more than twice as high as the actual
vacancy for 2021 but does match the vacancy factor used by Asset Management for the
project budget.



Page 139 of 300
Agenda Iltem: 7.F
Resolution

MINNESOTA HOUSING FINANCE AGENCY
400 Wabasha Street North, Suite 400
St. Paul, Minnesota 55102

RESOLUTION NO. MHFA 22-XX

RESOLUTION APPROVING MORTGAGE LOAN COMMITMENT
LIMITED PARTNER BUY OUT LOAN

WHEREAS, the Minnesota Housing Finance Agency (Agency) has received an application
to provide permanent financing for a multiple unit housing development to be occupied by
persons and families of low and moderate income, as follows:

Name of Development: Hoffman Place
Sponsors: Sand Companies
Location of Development:  White Bear Lake

Number of Units: 60

Amount of Mortgage: $821,333
(not to exceed)

WHEREAS, Agency staff has determined that such applicant is an eligible sponsor under
the Agency’s rules; that such permanent mortgage loan is not otherwise available, wholly or in
part, from private lenders upon equivalent terms and conditions; and that the financing of the
development will assist in fulfilling the purpose of Minn. Stat. ch. 462A; and

WHEREAS, Agency staff has reviewed the application and found the same to be in
compliance with Minn. Stat. ch. 462A and Agency’s rules, regulations and policies;

NOW THEREFORE, BE IT RESOLVED:

THAT, the Board hereby authorizes Agency staff to issue a commitment to provide
permanent mortgage loans to the sponsor or an affiliate thereof from the Housing Investment
Fund (Pool 2) for the indicated development, upon the following terms and conditions:

1. This authorization shall expire on December 31, 2022; and

2. The amount of the amortizing loan shall not exceed $821,333; and
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3. The interest rate on the loan shall be 4.50% per annum (subject to change, as set forth in
the attached Agency term letter dated June 29, 2022), with monthly payments based on a
30-year amortization; and

4. The term of the permanent LMIR loan shall be approximately 5 years, to be coterminous
with the existing Agency LMIR first mortgage; and

5. The mortgagor shall comply with the terms set forth in the attached Agency term letter. The
Commissioner is authorized to approve non-material modifications to those terms; and

6. The mortgagor shall execute documents embodying the above in form and substance
acceptable to Agency staff; and

7. The sponsor and such other parties as Agency staff in its sole discretion deems necessary,
shall execute all such documents relating to said loans, to the security therefore, to the
construction of the development, and to the operation of the development, as Agency staff
in its sole discretion deems necessary.

Adopted this 215t day of July, 2022

CHAIRMAN
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June 29, 2022

Mr. Jamie Thelen

Sand Companies

WBL Hoffman Place, LLC
366 10th Avenue S
Waite Park, MN 56387

RE: Term Letter
Hoffman Place, White Bear Lake
Development # 6233, Project # 14780

Dear Jamie:

Minnesota Housing Finance Agency (“Minnesota Housing”) staff has approved your request for
a loan or loans subject to the terms and conditions contained in this letter (the “Terms”). The
Terms are subject to Minnesota Housing’s Board of Directors’ approval and meeting all
underwriting standards, delivery of required due diligence items, satisfactory loan
documentation and other loan closing requirements. The Terms do not constitute a commitment
to lend on the part of Minnesota Housing and relate only to the specific financing referenced in
this letter.

Borrower: A single asset entity: WBL Hoffman Place, LLC

Managing Member(s): WBL Housing Group, LLC

Development Pay off of Limited Partner and Subordinate Debt related to the
Description/Purpose:  60-unit affordable housing development located in White Bear

Lake, Minnesota

Minnesota Housing Loan Type/Terms

Program Limited Partner Buy Out Loan
Loan Amount $821,333
Interest Rate 4.50%

Mortgage Insurance

Premium (%) Not Applicable

Approximately 5 years. Maturity coterminous with

e existing LMIR mortgage with due date October 2027.

Amortization /

Repayment 30 years

Prepayment Provision Prepay at any time without penalty.

Nonrecourse or Recourse Nonrecourse
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Loan or End Loan

Construction to Permanent
Loan, Construction Bridge

Immediate Delivery/End Loan

Lien Priority

4t Lien Position

*Subject to change. Loan closing must occur by September 30, 2022 for the quoted interest

rate to be valid; interest rate may be subject to adjustment after this date at Minnesota

Housing’s sole discretion.

Origination Fee:

Inspection Fee:

Guaranty /
Guarantor(s):

Operating Deficit
Escrow Reserve

Account:

Operating Cost
Reserve Account:

Replacement
Reserve Account:
Escrows:

Collateral/Security:

Rent and Income
Requirements:

HAP or Other

Subsidy Agreement:

Limited Partner Buy Out Loan: $25,000
(payable at the loan closing)

Not Applicable

Not Applicable

Not Applicable

Not Applicable

Not Applicable. Replacement reserves will continue to be held
by the Agency with the existing LMIR mortgage loan.

Not Applicable. Real estate tax escrow and property insurance
escrow Replacement reserves will continue to be held by the
Agency with the existing LMIR mortgage loan.

Mortgage and Assignment of Rents and Leases for each loan;
UCC-1 Financing Statement on fixtures, personal property,
accounts and equipment.
No rent and income restrictions are associated with this loan.
Property must continue to comply with all rent and income

requirements associated with existing financing.

Not Applicable
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Other Occupancy
Requirements:

Other Requirements:

Closing Costs:

Expiration Date:
Additional Terms:
Other Conditions:

Board Approval:

Not a Binding
Contract:

Not Applicable

Not Applicable

Borrower agrees to pay all closing and financing costs related to
the specific financing referenced in this letter.

The Terms will expire six months from the date of this letter.
Not Applicable
Not Applicable

Commitment of all loans are subject to Minnesota Housing’s
board approval and adoption of a resolution authorizing the
commitment of the loans.

This letter is not a commitment to be bound by the Terms in this
letter. The parties expressly agree that this letter does not
create a legally binding agreement. The parties further agree
that the Terms are subject to the Borrower’s ability to obtain all
necessary financing for the Development, which may include
additional financing from Minnesota Housing not referenced in
this letter.
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Please sign this letter and return it to Tresa Larkin at tresa.larkin@state.mn.us on or before 10
business days from date of this letter. Additionally, if you have any questions related to this
letter, please contact Tresa.
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